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BARE BALANCE IS NOT 
ENOUGH 


NEW HOPE IN ARGENTINA 
SUBSIDIES, RENTS AND RATES 


By Leo T. Little 





ITALY PLANS FOR PROSPERITY 


AMERICA’S QUICKENING BOOM 





A CENTRAL BANKER SPEAKS OUT 





CANADA=Land of Business Opportunity 


All who require first-hand information concerning trading conditions 
in Canada, marketing opportunities, import-export requirements, are 
invited to avail themselves of the services of Canada’s oldest bank 


BANK OF MONTREAL 


47 THREADNEEDLE STREET, LONDON, €E.C.2 


Head Office: Montreal 645 branches across Canada Assets exceed $2,500,000,000 
Incorporated in Canada in 1817 with Limited Liability 


























Invest today with 


~ HASTINGS ana THANET 


BUILDING SOCIETY 


Interest Rate Now 


. ob 


cl 


Any amount from £1 to £5,000 may be invested. Income Tax is borne 
by the Society and the dividend compares with a gross yield of nearly 
54% where the investor is liable to tax at the full standard rate. Regular 
savers earn 34% net—limit £10 a month. There is no depreciation of 
capital and excellent withdrawal facilities are available. 


Please call or write for a copy of our booklet ‘‘ Profitable Investment.” 


Hastings and Thanet 


BUILDING SOCIETY 


Established over 100 years Assets £19,000,000 
Head Offices: 
29-31 HAVELOCK ROAD, HASTINGS 446 QUEEN STREET, RAMSGATE 


99 Baker Street, London, W.!. 41 Catherine Street, Salisbury. 3-4 Cecil Street, Margate. 4 Se. George's 
Place, Canterbury. 41 Fishergate, Preston. 88 Mosiey Street, Manchester, 2. 111 New Street, Birmingham, 2. 











FE ROOT OPT ORR ORO 


BRADBURY, WILKINSON & CO., LTD. 


DESIGNERS, ENGRAVERS & PRINTERS 
of 
BANK NOTES, POSTAGE STAMPS, 
BONDS, SHARE WARRANTS, 
CERTIFICATES, CHEQUES, 


and 
ALL DOCUMENTS OF SECURITY 


———00e 


HEAD OFFICE & WORKS: LONDON OFFICE: 
NEW MALDEN, SURREY 20 COLEMAN STREET, E.C.2 








TELEPHONE: WIMbledon 0033-4-5-6 TELEPHONE: MONARCH 7581-2 
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“Yes, he said 
I needn’t take 


on extra staff 


after all...°° 


“You know when our orders 
were going up and up? Our 
accountant told me we might 
have to take on more staff. So 
we decided to call in the Bur- 
roughs man. It couldn’t do any 
harm and his advice was free 
... As it is, 'm more than glad. 
He went into the details with 
our accountant, then showed 
us how we could mechanize our 
accounting at low cost —and 
save a lot of overtime. He cer- 
tainly knew his job...” 

The Burroughs manis always 

at your disposal without cost. 
He is an experienced adviser on a// accounting 
and record-keeping systems, and well qualified 
to work in co-operation with your accountant 
and auditor. 

He has a complete knowledge of mechanized 
accounting. But he won’t propose changing 
your accounting methods just to suit certain 
machines. Rather, after a full analysis of your 
problem, he will make proposals for a rapid, 
economical and workable solution to any prob- 
lem you mayhave. ‘ 

If he does recommend a new system, he will 
prepare a detailed plan for it and help you get 
it working smoothly. He will make sure you 


‘2° 


continue to get fu// benefit from any Burroughs 
machine you install. 

Whatever your business, large or small—if 
you have an accounting problem, the Burroughs 
man can help you solve it. Burroughs make the 
world’s widest range of Adding, Calculating, 
Accounti..g, Billing and Statistical Machines 
and Microfilm Equipment. Call in the Bur- 
roughs man as soon as you like—you’re com- 
mitted to nothing and his advice is free. You'll 
find the number of your nearest Burroughs 


. office in your local telephone book. Burroughs 


Adding Machine Limited, Avorn House, 356- 
366 Oxford Street, London, W.1, 


One Burroughs man solved this problem: The Phonotas Co. Ltd. 
(weekly telephone cleaning and sterilizing service) have 80,000 
separate accounts, and until recently in London and in provincial 
offices figures were copied by hand. As this led to errors and de- 
layed necessary figures, they called in the Burroughs man, in this 
case Mr. J. G. Winterbottom (left). He showed Phonotas how, 
with just two typewriter-accounting machines and two abbrevia- 
ted-description accounting machines, they could centralize the 
work in London, halve the time spent on accounting, and obtain 
up-to-date figures every month —all without extra staff. 


FOR EXPERT ADVICE ON BUSINESS SYSTEMS 


CALL IN THE —B urroughs MAN 











Patron: Her Majesty The Queen 
President: H.R.H. The Duke of Gloucester 


CANCER & 


RESEARCH 


the answer 
may be 












with your help 


Please send a gift this Christmas to Sir Charles Lidbury, Hon. Treasurer (DEPT. B) 


BRITISH EMPIRE CANCER CAMPAIGN 


, GROSVENOR CRESCENT, LONDON, W. | 


—or to your local committee 


























The 


Hongkong and Shanghai Banking Corporation 


(INCORPORATED IN THE Cotony or Honc Kona) 
The Liability of Members is limited to the extent and in manner prescribed in Chapter 70 of the Laws of Hong Kong 








CAPITAL ISSUED AND fo PAID UP 4 $25,000,000 
RESERVE FUNDS STERLIN - 7 £8,000,000 
RESERVE LIABILITY OF MEMBERS a = $25,000,000 
Head Office - - - HONG KONG 
CHAIRMAN: C. BLAKER, M.C., E.D. CHIEF MANAGER: MICHAEL W. TURNER 
LONDON OFFICE - 9 GRACECHURCH STREET, E.C.3 
Lonpon Manacers - S.A, Gray, m.c., A. M. Duncan Wattace, M. D. Scortr 
BRANCHES 
Burma Europe Japan (cont.) Malaya (cont.) Philippines 
Rangoon Hamburg a Singapore vied 
: aris okyo Singapore anila 
goon Hong Kong Yokohama (Orchard Road) Siam 
Cevion Hong Kong Malaya panaes | Patani Bangkok 
Col L Kowloon Cameron Highlands Teluk Anson United Kingdom 
“mean Mongkok Ipoh North Borneo London 
China ; India Johore Bahru Brunei Town U.S.A. 
Shanghai Bombay Kuala Lumpur Jesselton New York 
Djawa (Java) Calcutta Malacca Kuala Belait * San Francisco 
Djakarta Japan Muar Sandakan Vietnam 
Surabaje Kobe Penang Tawau Saigon 





BANKING BUSINESS OF EVERY KIND TRANSACTED 
A comprehensive service as Trustees and Executors is also undertaken by the Bank’s Trustee 


Companies in HONG KONG LONDON SINGAPORE 
THE HONGKONG & SHANGHAI BANKING CORPORATION OF CALIFORNIA 


(Incorporated under the State Laws of California) 
221 SANSOME STREET, SAN FRANCISCO, U.S.A. 


A Company incorporated in California and an affiliate of The Hongkong and Shanghai 
Banking Corporation. 
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“You wouldn’t think I was a customer of the Westminster 
Bank, would you? I’m not really, I suppose. But Dad made 
something called a Trust—I’m not quite sure about the details. 
Anyway, the Westminster Bank looks after the money and pays 
my school fees and arranges about my pocket money and all 
that sort of thing. I must say they’re jolly decent about every- 
thing. I go and see the man at the Bank sometimes, in fact 
we’re pretty friendly really. He seems to take an interest in 


me, if you know what | The Trustee Department’s Services are fully 
described in a booklet called ‘The Westmin 


ster Bank as Executor or Trustee’ available 


sort of comfortable... ?? free of charge at any branch of the Bank. 


mean—makes a fellow feel 


WESTMINSTER. -BANK LIMITED 


TRUSTEE DEPARTMENT 
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THE 
PHILADELPHIA 
NATIONAL BANK 


Organized 1803 





Philadelphia's Oldest Bank 


DEPENDAB LE Frederic A. Potts, President 


Wise Assurance, too, is something a man can de- 

pend upon... to safeguard him in emergencies, 

provide for his future and that of his family. The V 
Scottish Mutual offers all the elements that make 

up dependability: sound traditions, prudent 


management, practical benefits for today’s needs 
— together with a sense of helpful, friendly service FOREIGN DEPARTMENT 
that is ‘ss welc . The Society provides, toc ° , , 

1at is no less welcome 1e Society provic 0 T. Graydon Upton, Vice-President 


the benefits of the well-tried mutual principle 
whereby all profits are shared among the parti- 
cipating policyholders themselves. 

Have a word with the Scottish Mutual about 


Assurance. Whether you do it on your own behalt PHILA DELPHIA 1. PA U S A 
| ey; * e + 


or for others, you could not take a wiser step. Cable Add PHILABANK 
. apie ress: 
The Scottish Mutual 


Assurance Society 








HEAD OFFICE: 109 ST. VINCENT STREET, GLASGOW, C,2 
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BY APPOINTMENT 
TO HER MAJESTY THE QUEEN 
PATENT LOCK AND SAFE MAKERS 


UBB 


STRONG ROOM DOORS 


To the average man with a banking account, his 
bank is a building which typifies in itself the 
security and protection which its service provides. 
But this atmosphere of reliability is built up differ- 
ently in different banks—through their architecture, 
and through their security equipment. 

Chubb Strong Rooms are built only after a care- 
ful study of individual requirements. Always they 
inspire confidence, reflecting as they do the experi- 
ence and craftsmanship which for more than 130 
years have made the name of Chubb famous the 
world over. 

The CHUBB advisory service is at your 
disposal. 





CHUBB & SON’S LOCK AND SAFE CO. LTD. 
22 ROYAL EXCHANGE, LONDON, E.C.3. 


TELEPHONE MINCING LANE 9033-5 
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500 cheques a minute 


The latest addition to the ‘Recordak’ range of equipment 
is a fully automatic, high speed machine which microfilms 
cheques at a rate of 500 a minute. It will also record 
letter-size documents at 200 a minute. There is a 
choice of lenses enabling microfilming to be done at a 
reduction of 19:1 or 40:1. 





The ‘Recordak’ High 
Speed Microfilmer is very 
easy to operate and takes up 
very little room on an ordin- 
ary office desk. 


SRECORDRK 
High Speed 
Microfilmer 





Recordak Division of Kodak Limited, |-4 Beech Street, 
Please write for full details. London, E.C.I. Tel: Metropolitan 0316 


‘Recordak’ is a registered trade-mark. 

















Habib Bank Limited 


Established 1941 
Head Office : KARACHI (PAKISTAN) 


Authorised Capital . ie .. Pak Rs. 30,000,000 
Issued and Subscribed Capital _ .. Pak Rs. 15,000,000 
Paid-up Capital ba - .. Pak Rs. 15,000,000 
Reserve Funds ; a .. Pak Rs. 10,000,000 
Deposits as on 31.12. 1954 rm a .. Pak Rs. 431,800,000 





With a network of 59 branches in all the important trade centres of East and West Pakistan, Habib 
Bank Limited is in a position to assist those desiring to establish contacts for exports or 
imports. The Bank’s services are always available for any banking requirements in Pakistan. 


The Bank is fully competent to handle all foreign exchange business, including opening and 
advising of commercial letters of credit, collection of documentary bills, remittances, etc. 


FOREIGN BRANCH: 
BOMBAY (India) 
Habib Bank (Overseas) Limited 
Head Office: KARACHI (PAKISTAN) 
Branches: 1 RANGOON (Burma) & 2 COLOMBO (Ceylon) 


CORRESPONDENTS and AGENTS in all important cities of the world 
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INCORPORATED BY ROYAL CHARTER 1727 


HEAD OFFICE: ST. ANDREW SQUARE - EDINBURGH 


{THE ROYAL BANK OF eee | 





BRANCHES Associated Banks: 
THROUGHOUT SCOTLAND GLYN, MILLS & CO. 
AND IN LONDON WILLIAMS DEACON’S BANK LTD. 








CORRESPONDENTS 
THROUGHOUT THE WORLD 

















THE BANK OF BERMUDA, LTD. 


HAMILTON 
Somerset St. George's 
CAPITAL £125,000 
TOTAL RESERVES £337,520 
TOTAL RESOURCES £8,760,197 
Complete Banking and Trust Facilities ' Real Estate Division 


Sole Depository of the Imperial Government in Bermuda 

















Guaranty Trust Company 
of New York 


London Offices : 


Main Office 32 LOMBARD STREET, E.C.3 
Kingsway Office BUSH HOUSE, ALDWYCH, W.C.2 


Head Office 
140 BROADWAY, NEW YORK 


PARIS . BRUSSELS 


Incorporated with limited liability in the state of New York, U.S.A. 





























vi 








Mrs. 
Chapman’s 
busy 


day 


‘RS. CHAPMAN 1s a housewife. Her 

husband runs a prosperous and 

expanding firm of builders’ merchants in a town 

not far from the Surrey-Hampshire border. They 

live with their two small sons in a large house on 
a wooded slope a few miles out. 

Mrs. Chapman has plenty to do, even though 
she has her own small car in which to get around 
and a full-time man to look after the garden. The 
children want watching and there are the hundred 
and one chores that have to be done even in a 
modern labour-saving home. Besides, her husband 
is president of the local ratepayers’ association, 
which means rather a lot of voluntary secretarial 
work for her in the evenings. 

There was quite a stir in the village when she 
was chosen to represent Surrey in a national floral 
’ decoration contest, and a brand-new enthusiasm 
for ‘Sunday-painting’ has aroused great interest 
among her colleagues in the Women’s Institute. 
Yes, she is indeed a busy woman. 

Mrs. Chapman reads The Listener—chiefly for 





its reports of broadcasts on social problems, tor 
the book reviews, and to keep in touch with the 
London art exhibitions: but she is always in- 
trigued to discover how interested she becomes 1m 
an article foreign country, or 
industrial topic. Yet she is but one of thousands* 
who find that The Listener satisfies a need for 
stimulating and varied reading. 

The Listener does have this unique influence 
among well-informed people, who in their turn 
enjoy considerable local prestige. Advertisers who 
wish to appeal directly and economically to a 
selective market of people of influence and dis- 
crimination will find no better medium than the 
advertisement columns of The Listener. 

*Certified weekly net sales, Jan.—June 1955, 139,752 


about a some 





Carries influence with influential people 


4 BBC PUBLICATION. ALL ENQUIRIES TO : TOMHENN HEAD OF ADVERTISEMENT DEPT. BBC PUBLICATIONS, 35 MARYLEBONE HIGHST LONDON, W.1 


A2 





A Bank Manager writes :— 





Ie Would other Bank 
Executives help this 
widespread and ever 
necessary work in 
this or in other 
ways ? 


All communications should be addressed to 


Rev. E. Wilson Carlile, Chief Secretary, me M 
The Church Army, 55, Bryanston Street, London, W.!. <HURCH ARMY 

















‘1849 VERA ceNTURY FOSS 


noe | AMP. 


EASTERN 
BANK LTD | murvat tire oFrice 


Subscribed Capital £2,000,000 ASSETS EXCEED £300,000,000 




















| Paid-up Capital £1,000,000 |] | EXAMPLES OF ANNUAL PREMIUMS 
Reserve Fund £1,500,000 FOR £1000 SUM ASSURED 
Every description of Banking and | | aac vay —— ore 
Exchange business undertaken. | Age next | PAYABLE AT DEATH OR ON ATTAINING 
Branches in | Birthday Age 65 Age 60 Age 55 
> £22 4 2 £23 18 4 £26 12 6 
IRAQ, BAHRAIN, QATAR, i> £25 7 6 £2718 4 £3113 4 
30 £29 13 4 a6 8 « £38 17 6 
ADEN, MUKALLA, INDIA, 35 £35 5 10 £40 11 8 £49 9 2 
PAKISTAN, CEYLON, 40 £42 19 2 £51 10 10 £67 2 6 
SINGAPORE and MALAYA 
Reem AUSTRALIAN MUTUAL 
o ._|||' PROVIDENT SOCIETY 
- & d CROSBY SQUARE (Established 1849 in Australia) 
ry | Head Office for United Kingdom: 
1 LOND ON, E.C.3 73-76 KING WILLIAM spnane, ‘LONDON, E.C.4 
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Professional men are no strangers to without trouble in case of need, and a 


juestions such as this. So many people reasonable and regular rate of interest. 


who quite suddenly come into possession Where can you find these needs better 
of substantial sums are at a loss to know served than by investment witha Building 
how to invest them. Society ? There is the added advantage 
\ little probing reveals the essentials they that income tax is paid by the Society. 


seek—safetv for capital, accessibility We shall be glad to send you full details. 


CO-OPERATIVE PERMANENT 


BUILDING SOCIETY 


CITY OFFICE: 163 MOORGATE, E.C.2 


NEW OXFORD HOUSE - LONDON - W.C,| 
TELEPHONE: MONARCH 3556 


TELEPHONE: HOLBORN 2302 


ESTABLISHED 1884 ASSETS EXCEED £106,000,000 90 BRANCHES 














RESEARCH IN ECONOMICS AND FINANCE 


HOUBLON -NORMAN AWARDS 


THE TRUSTEES OF THE HOUBLON-NORMAN FUND invite applications for 
FELLOWSHIPS or GRANTS in aid of RESEARCH into the working of industry and 
finance in Great Britain and elsewhere and the economic conditions affecting them. 

FELLOWSHIPS, which are intended for experienced research workers, are awarded 
for full-time research for one year, which may be renewed for a second year. GRANTS 
are awarded for either full-time or part-time work. The amount of the awards, which 
will take effect from the Ist October, 1956, will depend upon the circumstances of the 
candidate and the probable expenses of his work. 

Candidates must be British subjects normally resident in the United Kingdom. 

Forms of application, which may be obtained from the Secretary of the Fund, c/o 
the Bank of England, London, E.C.2, should be returned not later than the Ist March. | 
































| formerly THE ANGLO-PALESTINE BANK 
Head Office: Tel-Aviv ; 55 Branches throughout Israel 





New York Representation: 20, PINE STREET, NEW YORK 5 


Representative for Continental Europe : 
BLEICHERWEG 1 (am PARADEPLATZ), ZURICH 


London Office: 
6, Gracechurch Street, E.C.3 


RS A 


woe 


me ma 





Affiliation: The Bank Leumi le-Israel Trust Company, Limited, Tel-Aviv. The Trust 
Company undertakes the usual Trustee and Executor business. | 














LONDON AND MANCHESTER 
ASSURANCE COMPANY LIMITED 





Has bransacled 


INDUSTRIAL ASSURANCE Ainee 1869 
ORDINARY ASSURANCE Since 1907 


FIRE AND GENERAL INSURANCE tence 1996 


i il 
Lob exceed £50 OOO, COCO 





Chief Office FINSBURY SQUARE, LONDON, E.C.2 























Source of Strengt 











The Chatwood Door is the central link in the chain 
of defence forged by the strongroom builder. The. 
door provides ‘ balanced’ protection of the degree 
required, being relatively stronger than the flanking 
wall. The Chatwood Patent Spiral Reinforcement, 
forming the remaining links in the chain, 1s com- 
plementary to the structure of the wall as the door 
is to its Opening: intermeshing spirals of steel 
throughout the thickness of the wall offer the 
highest practical resistance to attack. 


CHATWOOD_ 


THE CHATWOOD SAFE & ENGINEERING CO. LTD. SHREWSBURY, ENGLANQ 
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AIR CONDITIONING 
TEMPERATURE LIMITED 


BURLINGTON ROAD FULHAM LONDON SW6 
Phones: RENown 5813 p.b.x. Cables: TEMTUR LONDON 























YOUR CHILD 


In your plans for your child’s education and career life 
assurance can be a real help. Write today for a copy of 
the New “Career Policy” leaflet to 


SCOTTISH WIDOWS’ FUND 


Head Office: 9 St. Andrew Square, S as , London Offices: 28 Cornhill, E.C.3 
Edinburgh, 2 . ~ : 17 Waterloo Place, S.W.1 


























| KEEP IN TOUCH WITH JAPAN 
THROUGH THE FUJI BANK 


ESTABLISHED IN 1880 


PAID UP CAPITAL YEN 2,700,000,000. 


™ FUJI BANK sa 


184 BRANCHES, LOCATED IN KEY CITIES THROUGHOUT JAPAN 


HEAD OFFICE: 1-CHOME, OTEMACHI, CHIYODA - KU, 
TOKYO 


LONDON BRANCH: SALISBURY HOUSE, FINSBURY CIRCUS. 
LONDON, E.C.2. 
P.O. Box No. 547 Tel. No. NAT 0601-5 
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NEW 
DEFENCE 
BONDS 
pay 4 / 


TAKE STOCK OF THESE PLUS POINTS 











* Increased Interest of 4%, payable half yearly. 


* 3% Income Tax Free Bonus after Io years (or 1% if encashed between 
5 and I0 years). 


* Total return if held for 10 years is equivalent, for anyone paying income 
tax at the standard rate, to a yield of approximately 43°... 


* Absolute security for capital—the finest investment of its type. 


* You can hold {1000 of these Bonds in addition to any you inherit 
and to Bonds of earlier issues. 


* On sale in {£5 units. 
* Repayment notice now reduced to 3 months without loss of interest. 


Buy the new 4% DEFENCE BOND from Post Offices, Banks, 
or through your stockbroker 


Issued by the National Savings Committee, London, S.W.7 
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Established over 130 years 


GUARDIAN 


Assurance Company Ltd 


HEAD OFFICE : 
68 KING WILLIAM STREET 
LONDON, E.C.4 


50/-% 


As a result of the Quinquennial 
Valuation and Distribution of the 
profits of the Life Department 
as at 31st December, 1954, a 
bonus of 50/-%o per annum was 
added to with-profits policies. 








Attractive terms are offered for all 
classes of Life business. 














OTTOMAN 
B A N K (Incorporated in 


Turkey with 
PAID-UP CAPITAL- £5,000,000 





Limited Liability) 


The Bank transacts every 
description of English and 
Foreign Banking Business. 


BRANCHES throughout TURKEY and the 
MIDDLE EAST, including EGYPT, SUDAN, 
IRAQ, CYPRUS and JORDAN. 

Affiliated Institution in Syria and 
Lebanon: BANQUE DE SYRIE ET DU 





LIBAN. 

LONDON 20/22, Abchurch Lane, E.C.4 
MANCHESTER 56/60, Cross Street 
| PARIS 7, Rue Meyerbeer 
| MARSEILLES 38, Rue St. Ferreol 

CASABLANCA |, Place Ed. Doutte 





ISTANBUL 




















DOMESTIC OFFICES 


Tokyo, Yokohama, 
Nagoya, Osaka, Kobe 
and other Main Cities 

in Japan 


FOREIGN EXCHANGE BANK 
Licensed Under 
THE FOREIGN EXCHANGE BANK LAW 








OVERSEAS OFFICES 


New York, London, 
Hamburg, Alexandria, 
Calcutta, Bombay, 
Karachi, Hong Kong 


AFFILIATE 
THE BANK OF TOKYO 
OF CALIFORNIA 


San Francisco (H.O.), Los Angeles 








Head Office 


THE BANK OF TOKYO, LTD. 






(THE former YOKOHAMA SPECIE BANK) 
‘Head Office: Tokyo, Japan 
Cable Abb. - “TOHBANK TOKYO” 
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straizcht 
to the 


point 


Here’s yet 
another fully automatic 
Monroe—another years-ahead calculator 
with the incredible speed and infallible 
accuracy of automation. Set the problem, press a key—and 
your Monroe 8N literally races through complex 
calculations to the right result. Automation short-cuts hundreds 
of time-wasting intermediate steps. Zeros and decimals 
flow automatically. Multiplication, division, addition, 
subtraction—vour Monroe 8N steers its own way 
through all stages of figuring without operator intervention. 
Time-saving, too, is the new Monroe functional colour scheme. 
Logical grouping of colour-identified 
control keys makes accurate selection 


virtually automatic. 





Monroe Calculating Machine Company Limited, 
Bush House, London, W.C.2. 
COVent Garden 0211. 





MONROMANTIC 
EQUATION Miss Monroe's so clever. . . 


‘*Miss Monroe, whatever 

Does this automation development mean ?”’ 
‘The short explanation 

Sir’s mechanisation 

Of every function of business routine!’ 
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Authorized Foreign Exchange Bank 





Book Type Home Safes 
reduce bank entries 
for small accounts 


With a P.P.J. 


SANWA BANK 


Safe always at hand inthe 
home, it’s easy for the Head Office: OSAKA, JAPAN 
weekly wage earner to CAPITAL. ¥ 2,500. 000,000 


slip in the odd amount 
now and then, which 


quickly becomes large | 








, enough to bank. This | A complete network of 186 nation- 
way Bank entries are fewer and Charges mini- wide b , d Af aa 
mised — an economy both for the Bank and the | ranches and world - wide 

correspondents 


customer. 


These Book Type Home Safes are 
supplied with your House Mark 
embossed on the smart leather- 
cloth covers and are available 
in a wide variety of colours. 








SAN FRANCISCO BRANCH 


465 California St., San Francisco 
CALIFORNIA, U.S.A. 


TAIPE] REPRESENTATIVE 
OFFICE 


Taipei, Formosa 


Samples and prices sent on request 


PEARSON-PAGE-JEWSBURY 
co., LTD., 
Dept. 12), Westwood Works, 
Westwood Road, Witton, 
Birmingham, 6 

















Stripey 


A bequest for seamen’s welfare ? Excellent ! 
But there are so many admirable societies working 
in this field. The most experienced of bankers 
would find it confusing, were it not for King 
George’s Fund for Sailors. This central fund 
for all sea services supports the work of more 
than 120 welfare and benevolent societies. It is 
always informed of their needs, and makes 

grants accordingly. You can tell your client that 
there is no surer way of helping our seafaring 
community than a legacy in its favour. 


King George’s Fund for Sailors 
1 Chesham Street, London, S.W.1\ 








xvi 














‘t] SUN LIFE ASSURANCE 
COMPANY OF CANADA 


(Incorporated in Canada in 1865 by Act 
of Parliament as a limited Company) 


With branch offices established in many 
countries throughout the world, the 
Company is staffed and equipped to 
render efficient service to men and 
women who own more than 2,000,000 
policies and group policy certificates. 


L00K/ Net new assurances transacted in 1954 
’ | amounted to £192,500,000, bringing 


the total net assurances in force to 











oO 
£1,654,000,000 
31% rax pap | 
| In Great Britain and the Republic of 

As from January Ist, 1956 Ireland there are branch offices in 21 , 
This Society has helped thousands on the road important centres, directed by the 
to security and independence. Safety of capital Company’s London Administrative 
and a steady return provide a sure foundation Office. 

on which to build the future. 

ASSETS EXCEED £3,000,000 | M. Macaulay (General Manager for Great Britain 


and Ireland) 


WALTHAMSTOW ‘|i 196, SUN OF CANADA HOUSE, 


BUIEDING SOCIETY | |] COCKSPUR ST., LONDON, S.W.| 


223 HOE STREET, E.17 
Phone: COPPERMILL 1824 
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Spanning 
the East 


The 


Chartered 
Bank of India, Australia and 
China under British management 


Branches of 


directed from Londonare 

established in most centres of 
commercial importance throughout 

Southern and South Eastern Asia and 

the Far East. At all these branches a 
complete banking service is available 

and, in particular, facilities are provided 

for the financing of international trade in 
co-operation with the Bank’s offices in 
London, Manchester and Liverpool, its 
agencies in New York and Hamburg and a 
world-wide range of banking correspondents. 
In London and Singapore the Bank is 
prepared to act 


THE CHARTERED BANK OF INDIA, 


AUSTRALIA AND CHINA 


Incorporated by Royal Charter, 1853) 


Head Office: 
38 Bishopsgate, London, E.C.2 





as executor or trustee. 
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The Bank of N. T. Butterfield 
and Son, Ltd. 


BERMUDA 


Established 1858 
Complete Commercial Banking and Trustee 
Department services 


Correspondents of principal English and 
Scottish Banks 














BELIEF in protective charms persisted into quite 
recent days. Pine cone symbols often surmount 
gateways to carriage drives, or decorate the railings 
of old-fashioned town houses. These are none 
other than the symbol of the goddess Cybele— 
provider of abundant benefits in health, wealth and 
power. For several generations Life Assurance has 
provided real protective and productive benefits. 
From our experience of over 77 years, we can 
provide Policies to cover all Life Assurance needs. 


Write for our attractive Leaflet ** Life Assurance 
for Every Man”, and for details of our Personal 
Pension and Mortgage Protection policies 
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THE 


PROV ENT 


ASSOCIATION 


OF LONDON 


LIMITED . Founded 1877 








Provident House, 246 Bishopsgate, London, E.C.2 


Telephone: BIShopsgate 5786 
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DECEMBER 


BEST WISHES 


The man who introduced Penny Post to 
England, Sir Rowland Hill, was born in the 
first week of December, 1795. There is no 
Penny Post now, but, as Christmas approaches, 
the nearest remaining approximation to bulk 
Penny Post for private individuals comes into 
its own. Christmas Cards, in envelopes 
unlicked and unsealed (so that the Postmaster- 
General can see whether we have cheated by 
including a handwritten “Love from the 
budgerigar as well !”’)—Christmas Cards go 
Printed Paper Rate for 14d. The season of 
goodwill starts officially this month (though 
we ought to have sent off those parcels to our 
friends in the Pacific . . . oh, weeks ago). 
Have we remembered to buy Christmas Cards 
yet ? Is it to be robins in the snow, cats play- 
ing fiddles or The Family at Frinton? Printers’ 
giant rotaries are whirring day and night even 
now, trying to catch up with private orders 
from improvident people and, especially, firms. 
Envelopes too. There is no ordinary envelope 
known to science that blissfully allows its flap 
to be folded inside. But if we had to lick the 
envelope flaps as well as the stamps for all our 
Christmas Cards, the gummy taste on the 
tongue would last till turkey-time. Post early 
for Christmas. 














The Midland Bank likes to share in the cheerful- 

ness of the season (to say nothing of the virtuous 

feelings). It therefore takes this early opportunity 

to send its good wishes for Christmas and the New 

Year to all its many thousands of customers 
everywhere. 


MIDLAND BANK 
LIMITED 
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6 Nails 
230 Miles 





No Pressure Loss! 









RAC 
OBSERVED 
TRIAL 






1230 MILES, virtually 6 punctures before 
the journey began—no loss of air pressure. 
That’s the story of an RAC-observed run 
from London to Fort William and back—on 
Dunlop Tubeless. Before the trial started, 
three 3” nails were hammered into each 
offside rear and nearside front tyre of the 
test car. Fully-laden, and driving at varying 
speeds over every kind of road surface, it 
then completed the trial without incident and 
with the six nails still in the tyres. The official 
report concludes—‘‘no detectable loss of 
pressure in any of the four tyres’. There 
could be no more dramatic confirmation of 


why you should put your car on 
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The Mitsubishi Bank, Ltd. 











Capital paid-up: Y2,750,000,000 






Head Office: Marunouchi, Tokyo, Japan 





Branches: 155 throughout Japan 






New York Branch: 111 Broadway, New York 6, N.Y., U.S.A. 






London Representative Office: 82, King William Street, London, E.C.4., England 


Cable Address: CHYODABANK 


















THE BANKER 


is obtainable from booksellers or newsagents, 
or from The Publisher, 72 Coleman Street, 
Londen, E.C.2, for 34/6d. per year, post free. 
Trial subscription 17/3d. for 6 months, post free. 


For the convenience of overseas readers, 
subscriptions can be paid in local currency 
to any of the following addresses: 


U.S.A. British Publications Inc., 30 East 60th Street, New York 22. 

Canada. Wm. Dawson & Sons Ltd., 587 Mount Pleasant Road, Toronto 12. 
France. THE BANKER, 20 Place Vendéme, Paris. 

Germany. THE BANKER, Siebengebirg-strasse 5, Bonn. 

Belgium. W. H. Smith & Son Ltd., 71/75 Boulevard Adolphe Max, Brussels. 
Switzerland. Azed A.G., Dornacher-strasse 62, Basle. 

Italy. Messaggerie Italiane S.p.A., 52 Via P. Lomazzo, Milan. 

Greece. International Book and News Agency, 17 Amerikis Str., Athens. 
Brazil. R. B. Turnbull Ltda., Praca da Republica 148, Sao Paulo. 

Egypt. George Avartis, 8 Boulevard Abbas, Heliopolis. 


Or from Newsagents in all countries. 
If any difficulty is experienced please notify The Publisher, 72 Coleman St., London E.C.2. 
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USA and 
CANADA 


A magnificent fleet of Cunarders, 
among them some of the world’s 
greatest ships, provides a regular 
service to the United States and 
Canada. 

Superb cuisine and comfort, to- 
gether withthe traditional Cunard 
service, make these ships the first 
choice of the discerning traveller. 








For full information regarding sailings consult your local Travel Agent or Cunard 

Office or apply CUNARD LINE, Cunard Building, Liverpool 3 (Liverpool Central 

9201) ; 15 Lower Regent Street, London $.W.! (Whitehall 7890); 88 Leadenhall 
Street, London E.C.3 (Avenue 30/0). 





COMMONWEALTH TRADING BANK 
OF AUSTRALIA 
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Words in the News ! 





SQUEEZE, v.t. to crush, press hard, compress: to 
grasp tightly: to embrace: to force by pressing: to 
effect, render, or put by pressing: to crush the juice 
or liquid from: to force to discard winning cards: 
to fleece, extort from: to take a rubbing of.-v.i. to 
press: to crowd: to crush: to force a way: to yield 
to pressure.-n. act of squeezing: pressure: a crowded 
assembly: an embrace: a close grasp: a portion 
withheld and appropiated, as by an Oriental official: 
a rubbing: a few drops got by squeezing. 


You'll find it in Chambers’s Dictionary along with 
150,000 other references. From all booksellers 20s. 





THE CHARTERED 
INSTITUTE 
OF SECRETARIES. 








| E.C.4 














Directors requiring the services 
| of CHARTERED SECRETARIES 
| for secretarial and other execu- 
tive appointments are invited to 
communicate with the Secretary 
of the Institute at Dept. B, 14 
NEW BRIDGE ST., LONDON, 
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instruments and information. 


New Guinea. 


British and Foreign Department 
Manager—John W. McEwen 


COMPASS 
FoR THE SOUTH-WEST PACIFIC 


To a large extent, the navigator’s success is dependent on the accuracy of his 











No less does this apply to the banker planning to meet the needs of customers 
having business overseas. In the South-West Pacific, you can rely on the services of 
the Bank of New South Wales—the most experienced and most widely-represented 
commercial bank in the area. The Bank of New South Wales offers a complete 
banking service at over 850 points in Australia, New Zealand, Fiji, Papua and 


BANK OF NEW SOUTH WALES 


FIRST AND LARGEST COMMERCIAL BANK IN THE SOUTH-WEST PACIFIC 
HEAD OFFICE: SYDNEY, AUSTRALIA 


MAIN LONDON OFFICE: 
29 Threadneedle Street, E.C.2 
D. J. M. Frazer, Manager 


(INCORPORATED IN NEW SOUTH WALES WITH LIMITED LIABILITY) 
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for full details or demonstration : tort unique features : 
TS. (OFFICE EQUIPMENT) LTD. ! 


30 NEW BRIDGE STREET, LONDON, E.C.4. 
* SOLE DISTRIBUTORS FOR EVEREST CALCULATORS AND TYPEWRITERS % Tens transmission throughout 
* SALES AND SERVICE THROUGHOUT THE COUNTRY 


%& Key setting with proof dials 


Tel: City 1107 ¥% Single hand operation 





; 


%& Capacity 9x 8x I3 and !0x9x I7 with or 
without back transfer and split register 
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Income Tax Paid 


The interest rate of 3 per cent per annum on Share 
Accounts, income tax paid by the Society, repre- 
sents a return on every £100 invested equivalent to 
£5.4.4 per cent to all investors subject to the standard 
rate of income tax. Ordinary Deposit Accounts earn 
24 per cent per annum, income tax paid, which is 
equivalent to £4.6.11 per cent where the standard 
rate of income tax is paid. Amounts up to £5,000 
are accepted by the Society. 


interest Half- Yearly 


Sums invested may be withdrawn at convenient 
notice ; interest, which is paid half-yearly, commences 
from the day after the investment is received and 
continues to the date of withdrawal. 





Security of Capital 


Abbey National is one of the largest and oldest 
established building societies in the country, with 
over £200,000,000 total assets —a token of the 
confidence of more than 500,000 investors. 





a , - ; 
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Ask today for details at your nearest Abbey National 
office, or write direct to the address below for the 
Society's Investment Booklet. 


ABBEY NATIONAL 


BUILDING SOCIET Y 
A national institution with total assets of over £200,000,000 








ABBEY HOUSE, BAKER ST., LONDON, N.W.I Tel: WELbeck 8282 


Branch and other offices throughout the United Kingdom ; see local telephone directory for address of nearest office 
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THE LONDON ASSURANCE 
“Very goo freopte 4 deal with” 


FOR ALL KINDS OF INSURANCE 
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LIFE ° FIRE * ACCIDENT ° MARINE 
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HEAD OFFICE: 1 KING WILLIAM STREET, LONDON, E.C.4. 














MARINE DEPT.: 167 LEADENHALL STREET, LONDON, E.C.3. 
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OChiustnas Git lo the 
IMPERIAL CANCER RESEARCH 


Potron—HER MOST President-—The Rt. Hon. 
GRACIOUS MAJESTY The EARL of HALIFAX, 
THE QUEEN K.G., P.C. 


Dependent upon voluntary gifts, without State aid, the fund is under the 
direction of the Royal College of Physicians of London and the Royal 
College of Surgeons of England and is governed by representatives of 
ruany medical and scientific institutions. Money is needed quickly to 
assist the developments now being made in the conquest of cancer. 
In addition to the continuous and systematic research in up-to-date 
laboratories at Mill Hill, London, the work is being extended in new 

laboratories at Lincoln’s Inn Fields. Will you please help ? 


. Gifts should be sent to the Honorary Treasurer, 
’ Mr. Dickson Wright, F.R.c.s., at the Royal College 
ass of Surgeons, Lincoln’s Inn Fields, London, W.C.2 
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Z The Florin ] 
] Illustrated by permission of the f§ ae ] 
j Trustees of the British Museum. j 
Uy; Actual size : 27 mm. diam. Yj 
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[wo-sunssso PIECES were introduced in 


1849 when an attempt was being made to put our coinage on to a 


SG 


decimal basis. For many years they bore the words “ One florin : 
One-tenth of a pound ” on the reverse. The first issue omitted the 
titles Dei Gratia and Fidei Defensor, and a popular furore resulted. 
Indignantly dubbed “ Godless and Graceless ”’, this issue was 


quickly withdrawn. The name Florin was chosen on this occasion 
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because it was the name of current Austrian and German silver of 
similar size. The first coin to be so called was the Italian gold piece of 
1252 which carried the lily of Florence on the reverse and was for a 


time accepted throughout the world. 


LLOYDS BANK LIMITED 


At Lloyds Bank we do not claim numismatic authority: for the material of this 
series we have consulted the Department of Coins and Medals of the British 
Museum. As bankers, we do claim to have at the disposal of our customers, 
private or mercantile, a great deal of specialised skill and experience. 
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old refining 


Our precious metal smelting and refining service is founded upon more than 
a century of experience and planned development. A _ gold refining 
capacity in excess of 400,000 oz weekly is supported by methods of 
sampling and assay that assure the speedy and critically accurate assessment 
of the precious metal contents of any form of gold-bearing material. 


Silver and Platinum 
Our refineries handle also bullion, ores, concentrates and mining 
by-products containing silver and the platinum metals. 


Johnson >) Matthey 


nS 
MELTERS AND ASSAYERS TO THE BANK OF ENGLAND 
JOHNSON, MATTHEY & CO., LIMITED, HATTON GARDEN, LONDON, E.C.! 
Telephone: HOLborn 6989 
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Safeguard the Future Welfare of 


NAT 


Your Children oy 





FOR SPECIAL LEAFLET APPLY TO :— 
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AUSTRALASIA 


LTD 


Head Office for Great Britain and Ireland 
» CHEAPSIDE, LONDON, E.C.2 


(Telephone: CITy 7762) 
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LIVE KEYBOARD 


Super-Speed ADDING-LISTER 


Absolutely no unproductive hand-motion. Great- 


‘lj latest pacemaker 
aie 


; est ever speed. Greatest ever ease (1 or 2 totals). 
Demonstrations | . 
The first radical development in adding machine 


by appointment 
7 eer design since the introduction ofelectric operation. 


Kindly write or ’phone. The Accounting and Adding Machine Division of 


THE NATIONAL CASH REGISTER COMPANY LTD 
206-216, Marylebone Road, London, N.W.1. Telephone PADdington 7070. 
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A doubled standard of living 


needs a doubled supply of sulphuric acid 


A doubled rate of industrial productivity, which alone can make the 
Chancellor’s prophecy come true, will require a doubled supply of 
sulphuric acid for British industry. To this end, new plants such as 
Marchon’s Solway Plant at Whitehaven, are rapidly approaching 
full production. The Solway Plant is already producing 
sulphuric acid from locally-mined anhydrite. The process has 
the added advantage of co-producing standard Portland cement to 
meet the pressing needs of housing and capital development programmes 


Marchon Progresses Again 


There is a direct relation between the nation’s rate of 
industrial productivity and its consumption of sulphuric 
acid, as shown in the graph. The broken line 
represents the index of production for the period 





$0 ~- ry . . 
| | | 1946/1955. The full line shows the sulphuric 
} ! | 43m” ’ . ' y 2 ? rl 
|__| “77 INDEX OF PRODUCTION | ; consumption for the same period. 
MANUFACTURING INDUSTRIES 1948100, ‘sea! Both figures are related to 1948 as 100. 
—— OF SULPHURIC ACID “ 
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Products Limited 








Head Office: Whitehaven. Telephone: Whitehaven 
659 (8 lines). Telegrams: Marchonpro, Whitehaven. 
a London Office: 140 Park Lane, W.1. 

Telephone: Mayfair 7385 (3 lines). Telegrams: 
Marchonpro, Audley, London. 
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A Banker's Diary 


THE foreign exchange market this year has moved against the normal seasonal 
trend. In the early summer sterling was weak when it should have been 
strong, and in the past two months it has been steadily gaining 
Sterling strength despite the fact that seasonal commercial influences, 
above Par attenuated though they are in comparison with earlier decades, 
still tend to press against sterling in the autumn and early 
winter months. In early November, indeed, the sterling rate once again 
passed the milestone of its parity against the U.S. dollar, for the first time 
since May. Within the first few days of the month a strong upward move- 
ment carried the rate to $2.80 7%; and subsequently it remained consistently 
above $2.80%. This contra-seasonal strength is in part attributable to the 
reversing of those ‘“‘ leads and lags’’ in outgoing and incoming payments 
that pulled so strongly against sterling in the high summer months. A great 
deal of the heavy autumn requirements of dollars and European currencies 
was in fact covered in these months before the meeting of the International 
Monetary Fund at Istanbul in the first half of September — where the 
Chancellor’s reassurance finally quashed the rumours of impending depre- 
ciation. Equally, substantial needs for sterling by importers in North America 
and elsewhere were left uncovered until the last possible moment. 

The upshot has been that commercial demands for dollars in recent weeks 
have been on a considerably smaller scale than usual. The forward rates 
have benefited in addition from the renewed confidence itself. The premium 
on three months’ forward dollars, which touched 24 cents on July 25, has now 
narrowed to around 1} cents. The most striking movement recently, however, 
has been in relation to European currencies. An appreciable part of the 
demand for sterling on Continental account has reflected the covering of short 
positions and the building up of working balances in sterling, which had been 
excessively depleted in the summer months and rebuilt only slowly in October. 


THE external economic indicators for October were the most encouraging 
that have been seen this year. They did, admittedly, show a further gold 
loss, of $48 millions; but this was much more than accounted 
Deficit for by the $80 millions paid to the European Payments 
Disappears ? Union in settlement of the gold part of the massive deficit 
of £38 millions incurred in September. On other accounts 
there was a surplus of $32 millions, after crediting $3 millions of defence 
aid. The E.P.U. deficit in October itself was reduced to £15 millions, settled 
by a gold payment of $314 millions last month. The true gold balance of 
the sterling area in October thus showed a tiny surplus. The latest improve- 
ment naturally owes much to the revival of confidence in sterling; and now 
that this has extended to European operators, the long run of costly deficits 
with E.P.U. may at last be ended. 
The gold figures, applying as they do to the reserve held for the whole 
sterling area and reflecting, especially in the most recent phase, important 
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movements on capital account, cannot be taken as a guide to the trend of 
Britain’s own current balance of payments. Unfortunately, only a broad 
indication of that trend can be gleaned from the monthly trade returns, but 
the latest figures suggest that the current account as a whole may now be 
roughly in equilibrium. 

In the accompanying table, the last column shows changes in the excess of 
imports (valued, be it noted, c.i.f.) over exports and re-exports. In the first 
half of the year, this visible deficit was on average £30 millions a month 
larger than in the first half of 1954—or {£180 millions larger altogether; and 
the current balance of the whole range of payments (excluding defence 
aid) swung from a surplus of £141 millions to a deficit of £16 millions. In 


TREND OF U.K. TRADE BALANCE 


(Board of Trade figures of shipments; imports c.i.f., exports f.o.b.) 


TOTAL IMPORTS U.K. Exports Visible Deficit* 
Change 
1054 1955 1954 1955 1954 1955 in 19557 
{ millions; monthly average or calendar months 
January-March ha 274 335 225 247 40 77 4-37 
April-June .. - 284 299 224 217 52 74 + 23 
January-June o 2709 317 225 232 46 76 +30 
July-September... 279 327 221 243 50 74 +24 
September .. 3 286 304 215 243 69 51 -18 
October 42 ~~ 2817 333 197 208 S72 53 — 4 
* After crediting re-exports. 7 Increase in deficit shown Plus. 
; Imports in 1954 taken as average of October-November, because of distortion caused by 


dock strike. 


the first four months of the current half-year, the average monthly increase 
in the trade deficit has been only £17 millions—and in September and October 
the deficit was actually below its level twelve months previously. As the 
balance on all current payments in the second half of 1954 is estimated at a 
tiny deficit (£5 millions), the whole account may be near balance now. Two 
qualifications may, however, be noted. First, the trade figures in September 
and October probably benefited from the shipment of some exports still held 
over from the June dock strike. Secondly, October’s improvement was 
wholly attributable to the record exports; imports reversed September's 
decline, and were only a shade below the very high monthly average experienced 
in the first quarter of the year. 


THE reduction in advances shown by the clearing bank statement for the four 
weeks to October 19 appears to show some slackening in the rate of repayment 
by private borrowers. Aggregate advances fell by £16.7 

Advances’ millions; and after allowing for repayments from the proceeds 
Fall of the call of {20 millions on the Gas loan, net of the esti- 
Disappoints mated current requirements of both public utilities, it appears 
that the banks’ advances to the private sector fell by only 

around {12 millions. In the previous period (of five weeks) calls on the 
utility loans totalled £120 millions, and advances fell by a record £123 millions, 
suggesting repayments by private borrowers of some {20-25 millions. The 
smallness of the latest reduction in advances is admittedly partly accounted 
for by the increase of £8.6 millions shown by the National Provincial, which 
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is believed to have been attributable to a large special transaction. Never- 
theless, the October bank figures did cause disappointment in many circles, 
both unofficial and official. 

The trend of deposits, in contrast, continues to be encouraging. Net 
deposits rose by only {17.1 millions in the four weeks, whereas they rose by 
{74.5 millions in the corresponding (five-week) period of 1954 and by {60.5 
millions in 1953. The seasonally adjusted index of deposits compiled by 
Lloyds Bank (now on a slightly revised basis) shows a fall in October by 0.7 to 
105.8 (1948=100); it has now fallen by 54 per cent. from the peak reached 
in February. Investments fell by only £2 millions in the latest period (sug- 


October 109, Change on 

1955 Month Year 

{m. fm. £m. 
Deposits -s - ro sa 6375.8 +31.1 — 233.7 
“ Net " Deposits* ‘4 re 6125.3 +17.1 — 249.4 

“7 

Liquid Assets.. 33 - si 2156.9 (33.8) +-32.0 —107.8 
Cash ns - pi ‘i 520.1 (8.2) — 5.9 ~- I1.9 
Call Money 4 me De 408.3 (6.4) — 13.6 —- 28.9 
Treasury Bills .. es ee 1113.0 (177.5) +50.3 ~ 99.4 
Other Bills _ fis 115.5 (1.8) + 1.3 +- 32.3 
Investments and Advances .. a 4050.9 (63.5) —I4.7 ~136.7 
Investments ‘a i - 2085.9 (32.7) +- 2.0 - 277.8 
Advances 1965.0 (30.8) —16.7 +I141.1 


* After deducting items in course of collection. tRatio of assets to published deposits. 


vesting that the banks were not large participants in the cash issue of the 
new 1957-58 Conversion stock); but the banks’ holdings of cash, call money 
and Treasury bills once again expanded by appreciably less than in the 
previous year—by {30.8 millions, against {61.7 millions. The upshot was 
that the average liquidity ratio rose only from 33.5 to 33.8 per cent.; in 
October, 1954, the ratio stood at 34.3 per cent. Whereas Barclays, the 
district and Martins had raised their ratios above the levels achieved a year 
previously, most of the big banks still fell considerably short of those levels 
(as can be seen from the table on page 391). It may be recalled that between 
December, 1954, and March, 1955, the average liquidity ratio dropped from 
34.3 to 29.9 per cent. 


THE pressure on bank liquidity in the new year is likely, moreover, to be even 
more severe than is usual in the tax-gathering season. The current buoyancy 
of the revenue makes it certain that the Treasury surplus then 
63-Day will be very large—despite the fact that the April reduction in 
Treasury the income tax rate will be showing its full effect. In most 
Bills |= years the impact of the seasonal surplus upon the supply of 
liquid assets available to the banking system has been strongly 
cushioned by the fact that a bond issue has matured at or about that time, 
so that part of the surplus has been used either in the redemption or in bond 
purchases in anticipation of it, instead of in repayment of floating debt. 
Next year there is no such maturity. 

This fact doubtless explains the timing of a decision that had been con- 
templated by the Treasury for some time—the decision to give additional 
flexibility to the Treasury bill system by introducing a bill with a life of 
63 days, these bills to be offered for tender side by side with the familiar 
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g1-day bills “‘ as and when the needs of the Treasury so require’’. Because 
of the absence of any bond maturity, they emphatically do so require now, 
and the first offering of the new bills on November 4—/60 millions of them, 
flanked by £200 millions of g1-day bills—followed hard on the heels of the 
first announcement. A further {50 millions was offered in each of the two 
following weeks and another {60 millions on November 25. In consequence 
of these four issues the bill maturities over the four weeks beginning with the 
second week of January have been raised from {990 millions to the huge 
total of £1,210 millions, thus making it certain that the Treasury surplus 
during its peak period will have a full and automatic impact upon the floating 
debt. In the absence of any sufficient concentration of maturities at such 
periods in the past, the authorities have been obliged to return accumulated 
tax funds to the banking system by special purchases of securities in the 
market—and a portion of such purchases has frequently consisted of short 
bonds. The new bill maturities will correspondingly reduce the need for 
such special purchases, and make it unlikely that the impact of the seasonal 
factor will be partly spread over the banks’ “ risk ’”’ assets. 

The new two-months Treasury bill is not unprecedented. From the 
birth of the Treasury bill in 1877 the Treasury has had power to issue bills 
of any life not exceeding twelve months; and issues have in fact ranged from 
one month to yearlings. But no two-months bills have been issued since 
1910 (in which year the total of all bills outstanding never exceeded £36 
millions). Since 1917 all tender bills had been for three months or gr days. 


Two sturdy pleas for realism in the use and management of monetary policy 
have come from two very different platforms in the past month. The wider- 
ranging of the two was voiced by Sir Theodore Gregory, in a 
Role of thought-provoking discussion of the “‘ Present Position of Central 
Central Banks” presented as this year’s Stamp Memorial Lecture. Now 
Banks that most central banks are either state-owned or are subject in 
varying degrees to the overriding powers of the Government, 
what should their role be? Have they, indeed, any part at all to play in a 
world in which economic and therefore also monetary policy is in the last 
analysis the responsibility of Governments ? In posing these questions Sir 
Theodore points out that there never was a “ golden age ’”’ in which central 
banks were utterly free: they functioned independently because there was a 
‘common climate of opinion ’’, both as between Government and central 
bank, and more generally, about the objectives of policy. In the evolution 
—or should one say, revolution ?—of this past quarter-century the dis- 
appearance of the common climate has been more important than the change 
in the legal and constitutional relationships between central banks and 
Governments. 

Only a few years ago, Sir Theodore shows, the change in climate threatened 
to submerge many central banks altogether. When Sir Stafford Cripps could 
speak of the Bank of England as his “ creature’, when money policy both 
in Britain and the United States followed the principle of the “‘ Ever Open 
Door (not to mention the Daltonian experiment) ’’, central banks were 
‘nothing more than superior printing-house establishments’’. But what 
was at stake then was not merely the fate of central banks but the very fate 
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of the pound and the dollar as units of account. The recognition of that 
menace has brought about a revival of positive monetary policy and with it, 
inevitably, an increase in the responsibilities of central banks. They (or 
bodies like them) are indispensable, Sir Theodore shows, for two reasons: 
first, the “‘ sheer, physical impossibility . . . for one and the same person to 
manage both the monetary . . . and the budgetary affairs of the country at 
the same time ”’ (this would cause either physical breakdown or a new dele- 
vation that would in effect re-create the central bank); secondly, ‘“‘ such a 
concentration of power in the hands of an individual, the nominee, under 
democratic conditions, of a political party, would be, and would be felt to be, 
intolerable ”’. 

In any case, though the central bank cannot any longer be (if indeed 
it ever was) the sole instrument of monetary-fiscal policy, budgetary policy 
cannot take the place of central bank action—if only because “ the achieve- 
ment of results in the monetary field cannot be the main or even the prior 
objective ’’ of that policy. Hence the central bank must enjoy prestige and 
possess real powers—to exercise the traditional weapons, or instruments akin 
to them—and it must possess at least the traditional powers of a constitutional 
monarch, giving it the right to be consulted and “ to warn, or, if you will, 
to nag’”’. Technical changes, Sir Theodore thinks, have in some ways made 
the traditional weapons more, not less, potent, because of the growth of 
sensitive institutional investors; and failure to use them sufficiently has sprung 
from the mistake of supposing the world in recent years to be “‘ more abnormal 
than it actually is’’-—a mistake that actually keeps it abnormal. for 
British policy Sir Theodore has an immediate message. The common climate 
between Government and central bank is returning, but there is “‘ a distressing 
state of mental confusion ’’ about the desirable relationships between the 
several lines of policy. There is indeed; and this year’s pull-devil, pull-baker 
process—best exemplified in the clash between the April budget and the first 
phase of the money squeeze—shows how urgent is the need for clarification. 








THE other notable banking speech of the month—on some grounds, indeed, 
of the year—strikes even nearer home. Lord Airlie, Governor of the British 
Linen Bank, has bluntly declared himself in favour of credit 
Scots Banker restraint by orthodox pressures, and is strongly critical of 
Prefers efforts to impose it by directives. Addressing the bank’s 
Orthodoxy annual meeting last month, he showed that any such 
arbitrary obligation imposed upon the banks is bound to 
put them in a highly invidious position, by forcing them to interfere in many 
instances with understandings previously reached with customers. Moreover, 
this form of restraint “is at its best a very imperfect disinflationary instru- 
ment ’’—notably because a disappointed customer may be able to secure the 
finance elsewhere, from quarters beyond the reach of the Chancellor’s exhortation. 
[f the restraint were imposed sufficiently by orthodox means, all such alterna- 
tive sources—such as have been observed in Scotland (and elsewhere) recently 
-would be dried up much more quickly. And the directives to the bankers 
would in any case be redundant. 
Lord Airlie therefore begs the Chancellor to ‘“‘ moderate’ his directives 
‘in early course ’’, and to get rid of them entirely “as soon as may be prac- 
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ticable ’’. Anxieties about inflation, he emphasizes, would have ceased if 
Chancellors since the war had chosen to strike to the roots of the evil. The 
remedies lie in the “‘ widely penetrative measures, used singly or in combina- 
tion, .. . e.g. the temporary imposition of a still higher Bank rate, contraction 
of the credit base, and—most important—economy in current public expendi- 
ture’. Given measures such as these, which are consonant with the Govern- 
ment’s policy of achieving a minimum of interference with business, the 
banks “in the free discharge of their functions ’’ would be able to adjust 
their lending policies accordingly, and to make the changes smoothly instead 
of arbitrarily. Here are refreshing home-truths which deserve to be pondered 
not only by the authorities but by many commercial bankers as well. 


THE Royal Commission on pay and conditions in the Civil Service was no 
doubt too august a body to concern itself with all the implications of the 
precise timing of its recommendations, published in the middle of 

Civil last month. But the Chancellor of the Exchequer, precisely 

Service because of the unquestionable validity of the general principle 
Report underlying those recommendations—the principle of “ fair com- 
parison ’’ with pay outside the Civil Service—faces a familiar 
dilemma between equity and expediency. It is true that taken together, as 
they should be, the main recommendations of the Royal Commission, namely, 
for increases in basic salaries, a shortening in hours of work and abolition of 
overtime, and for the reduction of periods of leave, may ultimately lead to a 
net economy to the Exchequer. The recommended increases in pay would 
cost about {11 millions a year; and the overtime bill now costs the Exchequer 
about {19} millions. It is impossible, however, to be certain that any net 
economy would in fact accrue, since the reduction of hours and the abolition 
of overtime might call for some recruitment of additional personnel. 

These niceties of evaluation do not in any ‘case apply to the Administrative 
grades of the service, in which officers earning more than £1,500 a year receive 
no payment for overtime. The increases proposed for this grade are, more- 
over, very substantial—as, of course, they need to be if the principle of com- 
parability with industry and commerce is to be implemented. The salary of 
a Permanent Secretary, for example, would be raised from £4,500 to £6,000; 
that of Assistant Secretaries, which now ranges between {1,700 and £2,200, 
would rise to £2,000-{2,600. The increases proposed for the lower grades are 
relatively small; and where earnings are now substantially swollen by overtime, 
as they are in the case of clerical and scientific officers, the effect of the Roval 
Commission's proposals might actually be a net reduction in earnings. 

These recommendations are effectively justified by the close reasoning 
given in the Royal Commission’s report; and there is no doubt that at least 
those relating to the remuneration of the higher grades of the Civil Service 
deserve to be implemented. But the stand that has to be taken by the 
Government on the subject of the widespread and potentially dangerous wage 
claims in industry must naturally make it reluctant to implement them now. 
Yet in the interests of the future efficiency of the Service, quite apart from 
considerations of equity, adjustments are long overdue. On economic grounds 
at least, there is a strong case for early action. 
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Bare Balance is not Enough 


early last month and brought the equity market down in sympathy. 

Since then the general mood in the City has become a good deal more 
confident than for some time past, and most of these losses have been made 
good. Gilt-edged, it is true, are still significantly below the level of budget 
eve but industrials are slightly above it. One reason for this swing in senti- 
ment is that second thoughts about the budget—or, rather, about the range 
of measures that the budget speech encompassed—have led many people to 
conclude that Government policy as a whole, including the credit squeeze, 
will probably be firmer and more adequate than was at first supposed. But 
the major reason has undoubtedly been the further evidence of improvement 
in Britain’s overseas position. 

Sterling has regained and passed its parity point, October’s gold loss was 
less than expected, the E.P.U. deficit for that month was sharply reduced, 
and transactions with all other areas considered together showed a net surplus 
for the first time since last December. Indeed, if the E.P.U. deficit had been 
settled currently instead of with the usual lag, October would have shown a 
tiny surplus on gold and dollar payments as a whole. This improvement 
doubtless owes something to the closing of bear positions in sterling, but the 
trend of Britain’s own visible trade has been improving too. Thanks to 
October's rise in exports to a new peak, the import surplus shown by the 
trade returns (which value imports c.i.f.) was only slightly larger than the 
moderate one for September. For two months, it seems, the visible gap has 
been somewhat less than it was in the corresponding period last year (if rough 
adjustment is made to allow for the 1954 dock strike); and in the second half 
of last year, as in the first half of this year, Britain’s balance of current pay- 
ments as a whole is officially estimated to have been in approximate equil- 
ibrium. It appears, therefore, that it is also roughly in equilibrium now. 

This sort of arithmetic has suggested to many observers that, if it were 
not for the new wave of wage pressure, all would now be well. That quali- 
fication, as almost everyone now recognizes, is crucial. If the wage increases 
that now threaten cannot be kept from outrunning the capacity of industry 
to absorb them by countervailing economies—which is mainly a question of 
productivity—the balance of payments may come under heavier strain in, 
say, twelve months’ time than it has faced in 1955, and perhaps under very 
grievous strain. This is unquestionably the most serious immediate threat. 
3ut it is not the only reason why restraint must be put upon the domestic 
economy even though the external current account is approximately in 
balance. There is need to look more deeply into the pre-requisites of sustained 
solvency. It then becomes clear that it is necessary not merely to ensure 
that the balance of payments does not worsen, but to achieve a substantial 
and sustained improvement. Bare balance, as Mr. Butler said again last 
month, is not enough. There has to be a goodly surplus. 

This oft-repeated precept is commonly regarded as if it were nothing more 
than an academic exaggeration, some purist figment from an over-zealous 


Ae unusually violent spasm of weakness shook the gilt-edged market 
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stickler for financial rectitude. In fact, it lies at the very roots of the problem 
that has confronted Britain since the war; and the present moment, after this 
latest wave of distrust of sterling, is particularly opportune for driving this 
truth home at last. Britain never will be reasonably sure of avoiding these 
recurrent spasms of strain or crisis unless and until a much bigger cushion of 
external reserves has been built up. Such a cushion cannot be achieved 
unless a substantial surplus is earned on the current balance of payments on 
the average over a run of years. Moreover, for this purpose the average 
surplus has to be big enough to leave an appreciable margin in hand after 
meeting debt repayments and financing at least the greater part of Britain’s 
net new investment overseas. An average surplus of this extent—possibly 
amounting to the £300 millions that used to be spoken of as the target—is 
not, as most people seem to suppose, simply an ideal that would be pleasant 
to achieve but that need not be taken seriously. It is the very means of 
ensuring a sustainable equilibrium. In present circumstances, mere avoidance 
of a deficit is apt to be regarded as a matter for congratulation. In fact, it 
does not even guarantee immediate safety—as experience during the past 
twelve months should have made amply clear. 

The point that needs to be driven home is that, considered in terms of the 
health and safety of sterling, a bare balance on Britain’s current account 1s 
really equivalent to a substantial deficit—because of the inescapable outgoings 
in debt repayment and in net new long-term investment overseas that Britain 
must provide as the very means of holding the sterling system together. This 
means that, even if the outer sterling area was not simultaneously drawing 
down its working balances or otherwise putting strain upon sterling, a bare 
balance on Britain’s current account could easily be associated with strong 
pressure. To hold the whole position in equilibrium without loss of reserves 
Britain would be having to borrow short-term funds overseas sufficient to 
meet its capital outgoings. Such a conjuncture of borrowing short and 
lending long must always be inherently unstable, and peculiarly susceptible 
to speculative attack. A failure of confidence in sterling could in such con- 
ditions quickly impose a strain of crisis proportions even while the current 
account still remained balanced, apart from the adverse turn in the “ leads 
and lags ’’ in payments. The only means of minimizing both the risk and the 
embarrassment of such swings in overseas confidence is to accumulate a sub- 
stantial reserve. Only when that has been done could Britain feel tolerably 
safe with a position of bare balance—and then only if a surplus was resumed 
before long. 

If this vital but neglected objective is to be approached in the foreseeable 
future a sure start towards it must be made now, when conditions are in some 
respects more propitious than they have ever been since the war. After an 
interval of apparent calm and safety, the public this year has had another 
fright; a policy of restraint has been launched to meet the danger; it is 
working in the helpful atmosphere of a comparatively free economy; and a 
government with a sure majority should have a clear run ahead. If the 
much-vaunted Tory prosperity cannot spare a trifle each year to build up 
Britain’s external reserves, it will be a poor thing indeed. For the amount 
required, though large in the reckoning of current external balances, is only a 
tiny fraction of the national income. 
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Mr. Butler has now emphasized both these aspects of Britain’s problem— 
the need to avert the new deterioration that wage pressure and excessive 
demand at home threaten to cause in the balance of payments, and the need 
to go further and build up an effective surplus. If these objectives really are 
to be essayed, they will prove to be more ambitious ones than any that have 
been seriously attempted since the war, and it is by these more exacting 
standards that the effectiveness of Government policy must now be judged. 
The adequacy of the proposals at present in train cannot be guessed, however, 
by trying to appraise the measures themselves. Except for the increases in 
taxation and Post Office charges, none of them has been or even could be 
expressed in quantitative terms, and a very great deal must turn upon the 
firmness with which they are applied. 

If the Chancellor himself has realized how tough an assignment he is 
accepting, public opinion certainly has not yet realized how tough his appli- 
cation will have to be if it is to succeed. The degree of restraint will unques- 
tionably have to be sharper than any that was thought necessary for the 
limited purpose of meeting the particular pressure that developed early this 
vear. It will have to be pressed to the point at which it hurts. And it will 
have to be sustained. It is not conceivable that a sustained and substantial 
surplus can be achieved by an economy that is consistently “ enjoying ”’ any 
such ebullience as has been experienced in these past twelve months or so. 

It seems probable, moreover, that at some points there will inexorably be 
further deterioration in the short run; however firmly the restraining forces 
are applied, some further rise in costs seems inescapable. It is some reproach 
to the budget, but still more to Mr. Gaitskell for his irresponsible reaction to 
it, that its immediate effect seems to have been actually to inject a little more 
steam into the wage pressure. But, aside from this, there never was any 
possibility of stopping the wage demands suddenly and by a single stroke of 
policy. Nor—contrary to a view widely held in the City and in many 
industrial circles—is it even desirable to achieve a general stoppage. What 
is important is that the general level of wage costs (as distinct from wage 
rates) should not rise; but within the desirable broad stability of the system 
as a whole there should be steadily increasing freedom for individual wages 
to respond to the forces of economic efficiency—which means that the efficient 
worker should have greater, not less, scope to increase his real income, and 
the efficient firm greater scope to attract labour by offering higher wages. 
[f the economy has been allowed to develop such excessive ebullience as to 
generate, as now, general wage pressures that are disproportionately severe, 
economic policy has little means of abating the threatened demands except 
by giving clear proof that the economic climate is about to change. There 
is no method of applying any sudden general brake that would be either 
socially tolerable or economically desirable. A broadly stable yet flexible 
system cannot be achieved by expedients such as the often advocated “ bar- 
gain ’’ for combining profit and dividend restraint with wage restraint, or the 
‘“ no-poaching ”’ rule urged by the Employers’ Confederation upon its members 
last month. These are prescriptions not for an economic flexibility but for 
a stultifying rigidity. 

Excessive pressure will never be avoided except by a general disinflation 
sufficient to ensure an economic climate in which wage demands are unlikely 
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to be pressed (or, if pressed, are unlikely to have much success) beyond the 
point at which the increases can be readily absorbed by the rising productivity 
and competitive power of the industries concerned. When the economy is as 
ebullient as it is to-day, such conditions cannot be created overnight. If the 
Government’s measures are applied as firmly as is needed, a general disinflation 
will develop, bringing about, if not a sharp rise in unemployment, at least a 
salutary change in the present extraordinary ratio of vacancies to the numbers 
unemployed, and a decline in overtime working. But any such change in 
climate will develop gradually, and employers that face wage pressure whilst 
demand for their products remains in full spate are likely to be gripped still 
by the familiar fear of losing their labour, and therefore to be half-hearted in 
their resistance. The resistance will grow, and the persistence of employees’ 
demands will slacken, only as the disinflation proceeds, or casts a clear 
shadow before. 

If, for these reasons, a further considerable rise in wages proves to be 
inevitable, the disinflation now in train will have to be correspondingly firmer, 
and longer sustained. The major forces impelling it will be the pressure 
upon the expenditures of the local authorities and the general credit squeeze. 
By comparison with these influences, the contribution from economies or 
postponements elsewhere in the public sector is not likely to be large. It is 
too soon yet to gauge the likely effects of the threefold pressure on local 
expenditures—the appeal for cuts in non-housing capital outlays, the forcing 
of the authorities to borrow whenever possible in the market instead of from 
the Public Works Loan Board, and the new policy for rents. A later article 
in this issue argues that the revision of the housing subsidies, considered by 
itself alone, is not likely to yield any notable further reduction in the outlay 
on municipal housing—not, at least, for some time to come. The eventual 
relief from the whole field of local expenditures, as a result of all the measures 
working together, does, however, promise to be substantial; but it will develop 
only gradually. And that is also true of the other promised curtailments ol 
what Mr. Butler calls “‘ non-productive investment ”’ in the public sector. 

This must mean that, at least for some time to come, a very large part of 
the responsibility for creating the requisite climate of disinflation still rests 
upon the monetary authorities. It is a measure of the still widely pervasive 
unrealism that many people, especially in the City and among investors, 
should have cherished hopes that the days of the credit squeeze were already 
clearly numbered. The violent shock experienced by the gilt-edged market 
early last month was attributable to little more than the ‘‘ news ’’—the 
unofficial news—that the squeeze must be made steadily more effective and 
must continue well into the new year. In October, as a note on page 334 
explains, the decline in bank advances to the private sector of the economy 
had failed to show the momentum that had been hoped for; and the Governor 
of the Bank of England, in agreement with the Chancellor, was understood 
to have seized the opportunity of a quarterly meeting with the Committee of 
London Clearing Bankers to emphasize that the pressure must be kept up, if 
not intensified. There has been no suggestion that this intimation was 
intended as a substitute for orthodox pressure upon the banking system 
and, indeed, it becomes steadily clearer that if the money pressure is to have 
the force and widely pervasive effect that are now expected of it, it is upon 
the orthodox weapons that it must primarily depend. 
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America’s Quickening Boom 


be powerfully conditioned if not dominated by the behaviour and the 
promise of the American economy. It is true that in 1953-54 the non- 
dollar world, and Western Europe in particular, provided an impressive 
display of its ability to withstand and repel the infection of a sizeable reces- 
sion in the United States. Indeed, thanks to its unconcern and continued 
expansion, it actually became one of the factors in the subsequent American 
recovery. Here was a refreshing reversal of the historic relationship—in neat 
inversion of Canning’s famous phrase, the calling in of the Old World to 
redress the balance of the New. But if there are doubts now about the 
customary proposition that an American recession must react with multiplier 
effect on the rest of the world, that is not to say that any corresponding 
insulation has been attained in phases of upswing—that there can be any 
possibility of a major general depression in the world while the United States 
economy is booming. That remains unquestionably true—and must be true 
so long as the United States economy plays its present major réle as a large 
buyer of primary commodities. 
And there is no question that the United States economy is booming now. 
It has recently broken through a whole series of previous records—of industrial 
production, consumer spending, employment, gross national product. The 
only doubt that is ground for debate among informed observers of the Ameri- 
can scene is how long the advance can last. The more conservative or by 
nature more sceptical among them, such as Professor Paul Samuelson of the 
Massachusetts Institute of Technology, are constrained to admit—however 
srudgingly—that the surge forward must carry well into the second half of 
1956. The somewhat more ebullient prophets, such as Mr. Herbert Stein of 
the Committee of Economic Development, are prepared to argue that “ the 
present prosperity appears to rest on sustainable demands that the economy 
venerates at reasonably high employment . . . the demands of the American 
people to raise their levels of consumption as fast as their rising incomes 
permit—or faster . . . and the demands of American business men for new 
equipment to incorporate the emerging results of research and development 
and to prepare to compete for the larger markets anticipated five or ten years 
ahead ’’.* This leads to a conclusion that arouses faint echoes of the talk in 
an earlier and still greater boom—“ It is exceedingly hard to find within the 
U.S. economy itself the germs of the next decline ’’. This comfortable asser- 
tion must have raised a wry smile from readers of the trenchant account of 
the crash of 1929 recently published by Professor Galbraith. This book is 
among those discussed in an article reviewing the year’s new books on 
page 374- 
The most cursory analysis of the relevant statistics provides overwhelming 
evidence of the extent and speed of the recovery from the modest but sharp 
recession of 1953-54. Between July, 1953, and March, 1954, the Federal 


Av Y assessment of the economic prospect in the free world must always 





* Iinancial Times, November 16. 
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Reserve Board index of industrial production (based on the 1947-49 average, 
and seasonally adjusted) fell from 137 to 123. During the spring and summer 
the economy paused; but by the end of 1954 recovery was in full spate, the 
production index having risen to 130. Since then the forward surge has 
been uninterrupted, with the index breaking through the previous high 
between April and May of this year and climbing to 141 in September and 
October. Unemployment, which reached 3? millions in March, 1954, was down 
to 2.1 millions, or 3.2 per cent. of the labour force. 

That fluctuations of this order could take place without comparable 
movements in consumer spending and without repercussions on the rest of 
the world must be attributed, on the one hand, to the so-called ‘“ built-in 
stabilizers ’’ in the American economy and, on the other hand, to the fact 
that the non-dollar part of the free world, and particularly the O.E.E.C. 
group of countries, were in a phase of buoyancy and sound expansion. The 
‘‘ built-in stabilizers ’’ were provided in large measure by the tax concessions 
granted in 1953 and 1954, the persistent tendency for hire-purchase credit to 
expand as a counterpart of easy money policies set in motion by the Federal 
Reserve authorities, the continuing housing boom, aided and abetted by 
liberal relaxation of mortgage credit facilities and, last but by no means least, 
by the categorical refusal of American business men and consumers to accept 
even the possibility of a serious recession and to cut capital projects or current 
expenditures. In fact, therefore, the 1953-54 recession remained an inventory 
recession. Stocks were run down and production reacted immediately to 
this process. But since consumer demand and the demand for capital goods 
scarcely stumbled in their upward course, it was not many months before 
the destocking process had to be reversed, a reversal that very quickly ran 
up through the distribution line to the factories and was largely responsible 
for the extraordinarily sharp pick-up of manufacturing output this year. 

This picture of the recovery through this period has not been consistently 
reflected in the behaviour of Wall Street; but the net change in the stock 
markets has, in fact, provided a fairly faithful mirror of the industrial move- 
ment. If the markets have been more unstable in their behaviour than, 
say, the fluctuations of the index of industrial production, or of the gross 
national product, that is a familiar phenomenon—especially in the United 
States. It is the privilege of security markets to be more volatile than other 
segments of the economy. In this particular case President Eisenhower's 
illness has been a very special psychological factor, which accounts for some 
at least of the tantrums of Wall Street in recent weeks. Just before the news 
of President Eisenhower’s illness the Dow-Jones index of industrial shares 
had reached an all-time peak at 487.45; it thereupon dropped by 32 points, 
and by October 11 had reached a low point of 438.59. Since then there has 
been a sturdy recovery, which by mid-November had carried the index within 
touching distance of its former peak. 

Extraordinary though they may seem—and indeed in many ways are—the 
uncertainties and fears unleashed by the President’s illness could readily be 
rationalized into this kind of behaviour in the security markets. The event 
seems to have ruled out the possibility of a second term of office for Mr. 
Eisenhower and has therefore upset the confident and probably wholly justified 
assumption that the electoral contest in November, 1956, would result, as a 
foregone conclusion, in another four years of Republican Administration. The 
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whole prospect is now wide open, with the odds probably favouring the return 
of a Democratic candidate. 

The most serious implication of the change of mood was the possibility of 
a drastic recasting of the capital plans of American industry. Given the 
political uncertainties created by the President’s illness, would industry in the 
United States temper its optimism and curtail its development projects ? 
The answer, so far as can yet been seen, is a very decisive negative. In the 
third and fourth quarters of this year, according to the Joint Survey of the 
Department of Commerce and the Securities and Exchange Commission, 
business outlays were scheduled at seasonally adjusted annual rates of just 
on $30 billions. This is 9 per cent. more than business men reported they 
were planning to invest in the same period when they were questioned at the 
beginning of this year. It is also 2} per cent. more than was invested in 
the peak period before the recent recession (the second half of 1953). The 
President’s illness and all it may portend have not had the slightest impact 
on these capital projects. It is not surprising, therefore, that the security 
markets should have recovered fairly quickly from their initial fears. In this 
recovery they have been helped by the irrepressible effect of higher dividend 
payments. United States corporations paid out in cash dividends during the 
first nine months of 1955 a total of $7,100 millions, an increase of $616 
millions, or 9g} per cent. on the payments made in the corresponding period 
of last year. There can be no gainsaying this kind of argument, and Wall 
Street has answered accordingly. 


ROLE OF INVENTORY CYCLE 

The full picture of the recovery in the United States is best judged by the 
U.S. Commerce Department’s figures of the national product. The nation’s 
total output of goods and services during the third quarter of this year reached 
a new record, running at an annual rate of $391,500 millions. This was 
$6,500 millions more than in the second quarter of the year and no less than 
$32,500 millions more than in the third quarter of last year—an increase of 
about g per cent. The rebuilding of depleted inventories has played a con- 
siderable part in this recovery. In the second quarter of the year the 
inventory accumulation was proceeding at an annual rate of $4,300 millions. 
The increase tailed off somewhat to $3,000 millions in the third quarter of 
the year, a reduction due in part to the prodigious efforts made by motor car 
dealers to clear the current year’s models from the showrooms in order to 
make room for the even more lush, more highly-coloured and more marketable 
1956 models that are now peeping beneath the dustsheets. But inventories 
are still going up and though they are still far from the point of danger, their 
recent and current expansion is an interesting reminder that these shifts in 
inventories have become the main factor in the fairly regular oscillations of 
the American economy. The problem of ensuring reasonable stability in that 
economy may now imply no more than competing with a fairly regular cycle 
of destocking and restocking. 

It is not, however, merely the building up of inventories that has led to 
the recovery of industrial production over the past few months. All the 
statistics of consumer spending show that the appetite of the American 
population remains as keen as ever. The weekly index of sales has recently 
been running at about 10 per cent. in excess of the figures for last year and 
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there is every prospect of seasonal Christmas spending on a scale never before 
achieved. Consumer expenditure has been maintained by another substantial 
expansion in consumer credit. Total consumer credit outstanding, accord- 
ing to the Federal Reserve Board's statistics, reached a record of $34,293 
millions at the end of September, an advance of $657 millions in the month 
and the eighth consecutive monthly advance that this total has recorded 
(these figures include outstandings on “‘ charge accounts ”’ as well as instalment 
credit). Moreover, virtually every channel of the income flow has contributed 
to this year’s expansion in purchasing power—and in the first nine months of 
the year personal incomes were running at an annual rate of just over $300 
billions, about $133 billions above that for the corresponding period of 1954. 


FULL EMPLOYMENT-—WITH STABLE PRICES 

In these circumstances it is a near-miracle that the level of prices in the 
United States should have remained so stable over the past few years. The 
index number of wholesale dollar prices, based on 1948, averaged 107 for 
1952, after the breaking of the post-Korean boom; it eased to an average of 
105 for 1953, then recovered to 106 for 1954. This figure of 106 is the pivot 
on which the index has hinged so far this year. The cost of living has 
been equally stable; the index now stands at 112, equal to the average for 
1954; the average for 1953 was I11 and for 1952 110. This is a striking 
measure of stability, within which, however, some interesting divergences of 
movement have taken place. Prices of manufactured goods have risen, but 
a powerful offset has been provided by the drop in prices of farm products; 
this, as Professor Samuelson pointed out recently, has “ given us simultaneously 
what many economists abroad regard as an impossible combination, namely, 
stable prices, free collective bargaining and high employment ”’. 

The only question raised by this claim and by this explanation of stability 
is whether the fall in farm prices may not bear within itself, through its 
effects on farm income, the seeds of more general recession in the United 
States. This question has certainly received considerable attention, not least 
because of its immensely important political implications. But, whatever 
may be the verdict of the political analysts, it can be said with reasonable 
confidence that there is at present no threat to economic stability from any 
incipient agricultural depression. The lower farm incomes are lower by 
reference to a period of unexampled prosperity in American agriculture. 
Moreover, owing to the decline in the farm population, the drop in aggregate 
farm income does not by any means connote a corresponding reduction in 
individual incomes. Mechanization has come to American farming no less 
than to American industry. 

Although inflation would seem to have been kept well in check, if judged 
by the criterion of the behaviour of dollar prices, there has been evidence that 
the United States economy has recently been nearing the limits of its present 
potential capacity and that therefore the frontier of open inflation has been 
approached. The growth in consumer credit, the increase in retail trade, the 
extraordinary growth of housebuilding “starts’’, have all pointed in this 
direction. It is to the great credit of the American authorities that they have 
not waited for undeniable confirmation of this crossing of the line, but have 
taken remedial action in good time. 
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This action has comprised a mixture of specific and general credit correc- 
tives. The terms on which mortgage facilities have been made available, 
particularly by the Federal agencies, have been tightened up and there is 
already some evidence of a considerable, and in the circumstances a desirable, 
decline in the housing starts. In September they fell to an annual rate of 
[,230,000, as compared with the peak of 1,400,000 touched last winter and 
spring. This is the most evident effect of the working of credit restraint. 

In addition to these specific measures on the mortgage front, the Federal 
Reserve authorities have been taking steps to restrict credit by their open 
market policy. By the middle of 1955 the aggregate borrowings by member 
banks from the Reserve Banks had begun to exceed the excess reserves held 
by other member banks, so that “‘ free reserves '’ became negative, and an 
appropriate climate had been provided for a further increase in interest rates. 
Federal Reserve rediscount rates were raised by } per cent. to 2} per cent. 
towards the end of September, their third increase since April; and in mid- 
November there was a fourth increase, to 2} per cent. The recent increases 
have for the most part been anticipated in the market, and the Treasury 
bill rate has periodically risen above the official and intendedly penal rate. 
During October the principal New York banks raised their prime commercial 
loan rates from 3} to 33 per cent. The policy of credit restraint has, however, 
been even slower than in Britain in inducing the banks to reduce their 
advances. Between end-June and mid-November the loans of the leading 
New York banks rose by $843 millions, to a peak of $8,928 millions. But 
there are many signs that the liquidity squeeze, which has necessitated painful 
sales of investments in a falling market, has induced the banks to apply strict 
tests in the granting of new loans. 

This policy of the monetary authorities, which has been described as 
‘leaning against the wind’, has so far been successful. If there is doubt about 
its adequacy in restraining the ebullience of the United States economy 
over the next few months, it derives from the fiscal rather than from the 
credit front. Admittedly, the United States is likely to achieve a surplus on 
Government operations during the current financial year. Three years ago 
the Government accounts showed a cash deficit of $5.12 billions; in the 
following year the deficit was cut down to a mere $200 millions, but it ex- 
panded once more to $2.16 billions in 1954-55. For the current fiscal year 
the final estimates showed revenue of $62.1 billions and expenditure of $63.8 
billions, thus envisaging a deficit of $1.7 billions; but there 1s every prospect 
that, mainly as a result of the buoyancy of revenue caused by the expansion 
of the economy, the outturn will be an appreciable surplus. In the prevailing 
circumstances a good surplus is most definitely needed. But with the 1956 
elections looming up on the horizon, and assuming for the Republican 
Administration an altogether more ominous shape since President Eisenhower's 
illness, there must be considerable temptation to bid for electoral favours by 
offering concessions not strictly justified by the economic situation. If it suc- 
cumbs, it will be able to point to recent though not encouraging precedents in 
other parts of the North Atlantic Community. The United States, however, 
can afford to make mistakes of fiscal generosity with greater impunity than 
Great Britain. If it does make the mistake it will push its economy one 
degree nearer inflation—but from the point of view of the rest of the world 
a one-degree move need not be a displeasing prospect. 
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Subsidies, Rents and Rates 
By Leo T. Little 


HE accidents of timing—but perhaps one should say “ incidence ”’ rather 

than “‘ accidents ’’, since the timing was deliberate—put the announce- 

ment about housing subsidies in a setting that could be rather misleading. 
In the middle of his autumn budget speech, the Chancellor of the Exchequer 
adumbrated the statement on subsidies to be made by the Minister of Housing 
on the following day. Placed in this context, the statement that the sub- 
sidies on many (but not all) new council houses were at first to be reduced 
and later to be abolished might make many people think that the main 
purpose of the move, even though the Chancellor did not say so, was to save 
money for the Exchequer. Others might think that the changed subsidy 
policy was primarily to curb the excess demand in the economy. But the 
new policy should be placed, rather, in the context of rent reform, even 
though it serves the other two purposes in some degree. 


EFFECT ON ToTAL BILL FOR SUBSIDIES 

There will, to be sure, be some gain to the finances of the central govern- 
ment from the cut in the subsidies, but it will be very small. By the Housing 
Subsidies Bill the subsidies on houses under tenders approved by councils in 
England and Wales after November 2 last, except for houses to be built for 
slum clearance or by the new towns or under schemes for rehousing the 
‘ overspill ’’ from congested towns, are to be reduced on each house from 
{22 1s. a year for sixty years to {10 a year for sixty years and, after a proba- 
tionary period expected to be about a year or so, are to be abolished entirely. 
On houses under slum clearance the subsidies are to be left at {22 Is., and 
under overspill schemes they are to be raised to £24. On the distinctly 
arbitrary assumption that in the year 1957 the local authorities in England 
and Wales build about 75,000 houses in the general purpose class—that 1s, 
houses not under slum clearance and overspill schemes—-and about the same 
number under these schemes, there would be a net saving in the Exchequer 
subsidy of about {1.5 millions. In 1956 subsidies will still be payable at the 
pre-November rate on most new general purpose houses, and on a small 
proportion of them at the new reduced rate, so that there will be hardlv any 
saving to the Exchequer. 

These financial economies will operate, moreover, only at the fringe of the 
Government’s total expenditure on housing subsidies; the total estimated to 
be paid on subsidies for permanent housing in the financial year 1955-56 is 
itself no more than £47 millions. Nor will the small resultant savings prevent 
the total of the central subsidy bill from mounting annually. Since subsidies 
continue to be paid for houses built in earlier years—even as far back as 191g 
—the curve of total subsidy payments must continue to move upwards, all 
the time any new subsidized houses are built, for many years to come. All 
that the changed policy does is to lower the slope of the rising curve. The 
annual addition to total Exchequer subsidies on permanent housing, instead 
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of being something between £4 and £5 millions, as it has been in the last two 
or three years and would have continued to be if the subsidies had not been 
cut, will be between {2 and £3 millions after 1956. 

The total of all subsidies from the central government on housing is 
estimated at {73 millions in the year 1955-56. The difference between this 
total and the £47 millions mentioned in the previous paragraph is mainly 
accounted for, apart from subsidies in Scotland, by the subsidies on temporary 
and emergency houses, the total liability on which is now rapidly diminishing 
year by year and in a decade or so will have disappeared. Because of this 
complication of the temporary and emergency houses, changes in the total 
of all Exchequer subsidies on housing in the next few years will not be a 
guide to the true trend of the subsidy bill for the future. 


While the saving on Exchequer subsidies will be small—the slowing-down 
of the increase in the bill is welcome for all that—it must not be overlooked 
that subsidies paid by the local authorities are in the aggregate also large and 
offer scope for bigger savings than those the central government will achieve. 
In the calendar year 1954 the 1,500 local authorities with housing responsi- 
bilities paid out of their rates about £23 millions to balance their housing 
accounts. An important clause of the new Bill allows a housing authority 
to reduce or even wipe out entirely its subsidy payments from the rates. It 
is possible, therefore, that during the next few years these local subsidies 
might be reduced quite considerably. Nevertheless, it is difficult to envisage 
a reduction so large as to enable the new policy to justify itself, except in 
minor degree, solely on the particular ground that it saves money for taxpavers 
and ratepayers. 


EFFECT ON THE NUMBER OF NEW HOUSES 


If the policy is not primarily aimed at cutting the total cost of the sub- 
sidies, to what extent does it serve to reduce the volume of resources going 
into housing, to relieve the overload on the economy by diverting labour and 
materials from house building elsewhere ? Those who have for some years 
past seen in the very large investment in social capital in the form of houses 
a dominant cause of both the inflationary trend and of the insufficiency of indus- 
trial investment, might well have hoped that a revision of subsidy policy 
would go a long way towards correcting this state of things. Especially 
when there are taken into account the four upward steps that have occurred 
this year in the rate of interest charged on housing loans from central funds 
—raising the rate from 3? per cent. last March to 5 per cent. to-day—it would 
seem a natural conclusion that the total amount of house building would 


decline. 

The total number of new houses—private houses and local authority 
houses combined—built in Great Britain in 1955 will certainly reach the figure 
of 300,000 enforced by the members on the famous occasion of the Southport 
Conference of the Conservative party in 1951. It will probably be around 
320,000. And analysis of the numbers of houses now under construction 
and already approved indicates that the total of completions is likely to be 
about as large in 1956. A significant drop in local authority building has 
already occurred: in the first three-quarters of 1955, 144,000 houses were 
completed, compared with 174,000 in the same period of 1954, and in Septem- 
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ber, 1955, 191,000 were under construction, compared with 219,000 a year 
previously. Some tenders were rushed through just before November 3 to 
qualify for the full original subsidies, and, more important, it is quite possible 
that many more plans for new building will be persisted in to take advantage 
of the reduced subsidy, while it lasts, rather than cancelled because of the 
reductions. (It was no doubt desirable, psychologically, to cut the subsidy 
in two bites—but it was undesirable economically.) There is also to be taken 
into account the greatly increased drive on slum clearance. 

All in all, it is doubtful whether the reduction in the subsidies, taken by 
itself, is a powerful force reducing the volume of house building in the country. 
There may be more slackening of new “ starts’”’ next year, but not much 
more slackening than would have been brought about by the raising of interest 
rates and the greater difficulty in obtaining housing finance now that the 
authorities are having to resort more largely to the market. What may 
happen to private building next year is another story—but there are few 
signs yet of any contraction. 

Another factor has to be emphasized. Within the total of building there 
will be big changes in the requirements of different regions and for different 
types of building work. The new emphasis upon slum clearance should call 
for shifts in the building industry from the southern part of the country to 
the Midlands and northern parts and, superimposed upon this geographical 
transfer, a switch from the simple making ready of a clean site to the clearance 
of slum dwellings. Similarly, marked changes will take place in the projects 
of individual local authorities for the building of general purpose houses 
according to their reaction to the change in subsidies—a reaction that itself 
depends upon a complicated set of factors making up the financial equation 
for each local authority. One authority may cut its programme for general 
purpose housing practically to nothing, another authority may continue its 
programme unabated or even enlarged. These local changes will require a 
fresh deployment of the house building industry. Its mobility and adapta- 
bility will be strained, even if all restrictive factors taken together—in the 
private as well as the local authority field—curtail the total amount of work. 


REVISING THE RENTS STRUCTURE 

It follows as a corollary of what has just been said that the new subsidy 
policy by itself is hardly to be taken as a powerful or urgent force compelling 
the notoriously inefficient building industry to mend its ways. The changed 
shape of the localized and sectionalized demands made upon the industry tend 
to offset any easing of its total load—they are conducive to inefficiencies rather 
than the reverse. The greatest effect in reducing costs will come about in 
districts where local housing programmes are being cut, and where there may 
be pres8ures upon some of the smaller building concerns, unable to move even 
relatively short distances for work. 

So far, the account has been rather negative: it has been shown that the 
change in subsidies cannot be regarded as dictated by purely financial con- 
sideration, either of central or local government, nor can it be taken as in 
itself calculated to restrain very significantly or very quickly an excess of 
investment in social capital. The dominant purpose of the policy is to take 
a step—the first to be taken as a result of direct action by the central govern- 
ment—towards a revision of the rents charged for council houses. And any 
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such revision of the rents structure of the local authorities must be seen as 
a preliminary to a wider revision of the rents of houses owned privately, to a 
rewriting of the Rent Restriction Acts. 

By the reduction and the later abolition of subsidies on new houses, there 
is being added to the annual charge on the local authority for each general 
purpose house it builds, taking account of the higher interest rates now payable, 
{29 during the next year or so and £39 after that. If the whole of this addi- 
tional charge were to be passed on to the tenant of the new house, he would 
pay an additional rent of I1s. a week in the next year and 15s. a week there- 
after, even assuming that the local authority took no advantage of the new 
freedom to reduce its own subsidy. It is evident, however, that very few 
tenants of new houses will be required to pay rents increased by these 
dimensions compared with the rents payable by other council tenants. In 
practice, there will almost always be some averaging-out of the increased 
charge falling on the local authorities, an averaging-out over the body of 
tenants as a whole and also, in some instances, the body of ratepayers as well. 

Since 1935, a local authority has been at liberty to spread the cost of 
houses, as abated by the subsidies received from the Exchequer, over the whole 


EFFECT OF SUBSIDY CHANGES ON AVERAGE RENT 


Medium Welsh 
County Provincial Urban Rural 
Borough Borough District District 
Existing dwellings 18,024 3,504 1,362 1,017 
Current annual programme . 1,426 234 60 80 
Annual loss of subsidy if half future 
programme is unsubsidized. £15,722 £2,580 £661 £882 
Possible extra cost of current annual 
programme at present interest rates £24,259 £3,978 £1,020 £1,360 
Total annual extra cost £39,981 £6,558 £1,681 £2,242 





Average increase in weekly rent if total 
annual extra cost is spread over all 
existing dwellings .. ‘a “a 11d. od. 6d. 11d. 


(The weekly rent would be increased each year by a similar amount) 


stock or any part of the stock of its houses, whenever they were built, in any 
way it wishes. Those local authorities that have spread their housing costs 
over the whole stock of houses, allowing only for some loading against the 
post-war houses because of superior accommodation, condition, construction 
or amenities—a loading that is best done according to rateable values—have 
already achieved such a rents structure that when they have to allow for 
building houses in future without an Exchequer subsidy, they can do so by 
an increase in rent amounting, on the average, to no more than 8d. a week 
in each of the next five years, a total addition of 3s. 4d. a week by the end 
of that time. These estimates, which are those of the Ministry of Housing, 
are for a representative local authority of any type or size; the corresponding 
figures for four different types of authority are shown in the accompanying 
table. The assumptions underlying these estimates are: that the total 
number of houses built by the local authorities will remain at about the 
present figure of between 150,000 and 160,000. a year; that about half these 
houses will be required under slum clearance and overspill plans (and will 
thus attract an enlarged subsidy); that interest rates will remain at the 
present level of 5 per cent., compared with the level of 3? per cent. obtaining 
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when the pre-November subsidies were fixed; that the full effect of the 
abolition of subsidies on general purpose housing will have taken effect 
(allowance not being made for the continuance of subsidies at the lower level 
during the probationary period of a year or so). 

A word of warning needs to be inserted about the estimates made by the 
Ministry. It will be seen from the table that a dominant factor affecting the 
extra charge on the local authority in future, and thus the additional rent 
that it would collect from each tenant on spreading that charge over all the 
tenants, is the relationship between the volume of existing houses and the 
future building programme of unsubsidized houses. This relationship varies 
greatly from one local authority to another and councils that still have a 
large back-log of housing will be faced with a considerably bigger increase in 
average rent than the estimates given. 


LEVELLING OF RENTS 

These estimates illustrate the effects on rents charged by those representa- 
tive authorities that spread the costs of new houses over the whole stock of 
houses. However, while some authorities do spread the costs in this way, 
there is a large number—what it is exactly is unknown—that do not. It may 
be taken as a prime objective of the Minister of Housing that more of the 
authorities should so spread their housing costs and his Bill should certainly 
be a powerful influence towards that result, simply because the rent burden 
on new council tenants would otherwise be impossibly disproportionate com- 
pared with the old. If, then, this part of the Minister’s objective is attained, 
there will be a levelling of rents as between pre-war and post-war houses. 
Extraordinary disparities now exist in many areas, where the rents of pre- 
war council houses are far lower than those of post-war houses and far lower 
than can be explained by the age of the houses or other intrinsic inferiorities. 

The accompanying table of average rents (without rates) charged on council 
houses at the end of the financial year 1953-54 strikingly shows up these 
It should also follow from the levelling process that the very 


disparities. 
AVERAGE NET RENTS | 
Houses Completed Before Houses Completed After 
E-end-March, 1945 End-March, 1945 
Lowest Highest Lowest Highest 
<= s. d. s. d. S. 

Two-bedroom houses .. : 4 I! 17 9 10 3 35 6 
Three-bedroom houses .. fa a a 67 Ir I 37 4 


Source: Housing Statistics, 1953-54 (Institute of Municipal Treasurers and Accountants) 


wide range of rents from one authority to another would tend to be narrowed. 
In general, the rent of a council house would become more nearly related to 
the accommodation and comfort that the tenants were obtaining from it and 
would be in less degree determined by the accident of its age and, in particular, 
whether it happened to be built before the war or not. In this process of 
eliminating disparities, the tenants who now pay very small rents would 
necessarily be faced with quite large percentage increases in their payments, 
but some of the tenants at the top of the rent scale would probably pay less 
than before. The upward adjustments in rent might encounter some oppo- 
sition from tenants, but experience has shown that where councils have made 
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re-assessments of rents in this way, they have usually been accepted with 
surprisingly little friction, provided they have been adequately explained to 
the tenants. The proportion between pre-war and post-war houses varies 
widely from one authority to another, and when a local authority that has 
not previously done so spreads its costs over its total stock of houses the 
effect will be more pronounced upon tenants—adversely upon pre-war tenants 
and favourably upon post-war tenants—the greater the proportion of post- 
war houses. 


CuTTING LocAL SUBSIDIES 

The first stage towards the revised rents structure would be one in which 
those authorities that respond realistically to the new policy are raising the 
rents of pre-war houses, while at the same time making some but not much 
reduction in rents of certain post-war houses. The next stage in the revision 
of the structure would be reached when local authorities followed the Govern- 
ment example by cutting the subsidies that they themselves make to their 
tenants. There is, here again, no uniformity in the present practice of the 
local authorities, except that they have been obliged to make an annual contri- 
bution to their housing accounts, out of the rates; since the post-war subsidies 
began in 1946 it has been one-third of the annual subsidy paid by the Ex- 
chequer on every house constructed. It has been open to the authorities, 
however, to pay from the rates into the housing accounts more than this 
minimum if they so decided. In fact, a large number of the authorities, 
especially among those with poorer tenants, have paid more than the minimum 
contributions from the rates—for example, in the financial year 1953-54, 
34 of the 83 county boroughs made additional subsidies. At the second 
stage in revising the rents structure, some authorities faced with increased 
debits on their housing accounts from the loss of Exchequer subsidies will 
refuse to meet them by putting in more from the rates. Instead, they will 
adjust their rents upwards, so as to balance the housing accounts with no 
extra burden on the ratepayers. In some areas, indeed, the process will go 
further than this. Since the statutory contribution from the rates of one- 
third of the Exchequer subsidy will no longer be obligatory, some authorities 
will raise their rents in order to reduce the charge on the rates below what 
it has been in the recent past. 

Clearly, the intention, or the hope, of the Minister is that there should in 
this wise be a widespread transfer of the burden away from rates and towards 
rents. It has to be seen over the next few years, however, how many councils 
move in this way towards what Mr. Sandys has described as “ realistic rents ”’, 
and also what degree of realism they believe in. Certainly there will remain 
many authorities that will continue to subsidize rents not merely to the 
extent of the previous statutory minimum but also to whatever extent is 
necessary to avoid charging the tenants higher rents than before. There 
will also be a large number of councils that, while not going so far as to freeze 
the existing rent structure come what may, will make only modest advances 
in their rents and will still subsidize the housing accounts over and above the 
previous minimum contribution to a certain pre-determined level. The 
councillors may say “‘ we will go on paying into the housing accounts from 
the rates what we have paid before plus the product of a threepenny (or six- 
penny or shilling...) rate in the £’”’. One factor that will weigh with some 
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councils is that they may receive quite substantial grants from the Exchequer, 
in the form of “ equalization grants ’’, towards offsetting the higher housing 
rates that they purport to levy to provide the subsidy—the “‘ equalization 
grants ’’ can, in fact, act as a disguised subsidy to housing expenditure not 
recovered from the rates. 

Those authorities that are most realistic in Mr. Sandys’ sense of the word 
will lift the structure of their rents far enough not only to meet the extra 
charges to be borne as a result of the drying-up of subsidies on new houses, 
but also to reduce their rate poundages. Some few authorities might even 
find themselves in the position of one, the Orpington Urban District Council, 
which by obtaining a surplus on its housing revenue accounts by charging 
rents higher than the assessments under Schedule A is already faced with an 
additional tax claim from the Inland Revenue. When ratepayers secure a 
lowering of rates by the introduction of higher rent scales, the outcome will 
in effect be that part of the Exchequer subsidies paid on pre-November, 1955, 
houses will be used in relief of the rates. If any large number of authorities 
achieved this result the continued payment of Exchequer subsidies large 
enough ‘to relieve the ratepayers in this way would begin to look anomalous. 
However, it is going to take a fair time before this situation will hold for 


many authorities. 


DIFFERENTIAL RENT SCHEMES 


The third stage in the revising of the rents structure is the one that has 
received most publicity. This is the bringing in of “ differential rent ’’ 
schemes of various kinds by the local authorities. These schemes grade the 
rents payable in some relationship to the income or financial capacity of the 
tenants or households occupying the council houses. The Minister’s aim is 
that, in addition to an adjustment of rents as between pre-war and post-war 
tenants and in addition to a lifting of the structure of rents generally, there 
should also be some alignment of the rents according to ability to pay. 
Indeed, once a differential rent scheme is introduced, it would be possible 
also to go much further along the second stage of the process, the general 
raising of the rent structure, than without a scheme. A main encouragement 
to the adoption of differential rents, since they enable the rent structure to 
be the more easily lifted, is the power that local authorities will now have to 
reduce their rate contribution to the housing accounts and so to relieve the 
load on the ratepayers. 

Schemes of differential rents are by no means new. They were introduced 
as long ago as the ’thirties, but then their object was to alleviate the rent 
burden of tenants who were unemployed or otherwise in hardship. Such 
schemes were given legal sanction in a number of law cases and in the Housing 
Act of 1935. It was the intention of inter-war governments, of whatever 
party, that subsidies should be used to adjust rents in relation to the needs 
of the tenants. For example, a circular of the Ministry of Housing issued in 
1930 referred to “‘ the clear intention of Parliament that the new grant shall 
not enure to persons by whom it is not needed”’. By 1945 these schemes, 
which were almost entirely “‘ rebate schemes ’’, under which the basic rents 
were reduced to tenants of smaller means, were in desuetude because of full 
employment and higher wages. Now, by contrast, the differential schemes are 
aimed in a reverse direction, to ensure that tenants who can well afford to 
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pay either the economic rent, or something more nearly approaching it than 
the fully subsidized rent, should be called upon to do so. At present rather 
more than Io per cent. of local authorities operate such schemes. 

It is to be expected that there will now be a growth in the number of 
these schemes in operation, and already the new subsidy policy has stimulated 
interest in them. However, the objections to differential rents will undoubtedly 
cause many housing authorities to refuse to adopt a scheme—and it remains 
entirely at the discretion of the authority whether or not it adopts one. 
A powerful political objection is that the more sophisticated schemes involve 
some kind of “‘ means test’. But it can be answered, first, that the simpler 
schemes, commonly called “‘ additional earner charge ’’ schemes, which simply 
surcharge tenants according to the number of wage earners, including lodgers, 
in the household, are free of this objection; and, secondly, that means are 
already investigated for local authority scholarships and other purposes. 
Another argument against the schemes is that there is no uniformity of treat- 
ment of tenants from one authority to another. The retort is that, admitting 
that it would be quite impracticable and undesirable for the central govern- 
ment to lay down uniform lines of treatment, there could hardly be more 
diversity in rent payments throughout the country than already exists. It is 
often averred that the administration of the schemes is complicated and costly. 
But the authorities that have introduced them have found that the returns 
far outweigh the expenses; a reasonable expense ratio is 5 per cent. on the 
additional revenue from rents. 


RENTS OF PRIVATE HOUSES 


If the Minister of Housing and his Bill succeed in making the rents of 
council houses more “ realistic ’’, these rents will be even more out of align- 
ment with those of privately-owned houses than they are now. At the 
present time, because of the exemption of local authorities from the Rent 
Restriction Acts, council rents are, on average and for the great majority of 
rented houses, much in excess of rents paid to private landlords. To lift the 
rents structure of council houses is to accentuate this disparity. But the 
lifting will be spaced over the next few years as the number of new unsubsi- 
dized houses grows, and the Minister has already announced that a review of 
the Rent Restriction Acts is now in hand. One would expect that such a 
controversial measure as the re-casting of the Acts would be brought in early 
in the Parliament rather than late, when a general election will be approaching ; 
the lifting of the structure of private rents may therefore be tackled next year. 

This gives the clue to the timing of the Housing Subsidies Bill; it was 
introduced this year partly because it is a much easier piece of legislation 
than the amendment of the Rent Restriction Acts, both in the drafting and 
(pace the Opposition in the debates in the House last month) also in the 
passing into law, and partly because it is a natural precursor to the much 
larger reform. The adjustment of council rents, even though in the short 
period it aggravates disparities in relation to private rents, is a “ curtain- 
raiser’ to the really big measure—a smaller piece that induces the right 
psychological atmosphere for the major show, giving people a foretaste of what 
is coming. 

This is not the place to discuss the issues of economic policy involved in 
a complete rewriting of the rent legislation. It should be mentioned, however, 
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that the advantages that are expected to flow abundantly from the revision 
of private rents, affecting a maximum of about 7 million houses in private 
ownership, cannot be expected to flow very freely from the contingent and 
limited revision of council rents, affecting a maximum of about 2? million 
houses, that is all one can expect as the early consequence of the Housing 
Subsidies Bill. Only a very small number of “‘ under-occupied ’’ houses, for 
example, will be vacated as a result of the upward move in council rents. 
Similarly, unlike private rent-controlled houses, council houses are for the 
most part kept in good repair, so that the problem presented by the falling 
of houses into chronic disrepair because no margin exists in the attenuated 
rents—a problem only very partially met by the Housing Repairs and Rents 
Act of a year and a half ago—will be virtually untouched by the new subsidy 
policy. 

Looking to the more remote future, if over the next five years or so more 
than a million of new houses are built and the magic formula “ one separate 
household: one house ’’ is finally satisfied; if, also, the structure of rents, both 
private and council, is lifted “ realistically ’’, perhaps even to the economic 
level, then any future move in subsidy policy could be towards adjusting 
subsidies on council houses built in the past. To rewrite old subsidy agree- 
ments now is out of the question and it would doubtless be violently opposed 
by local authorities even in the much more auspicious conditions envisaged. 
But if those conditions really obtained, the central government could perhaps 
at last turn the curve of total Exchequer subsidies on housing in a downward 
direction. 








British Banks in Town and Country 
An Artist’s Sketchbook 


By Geoffrey S. Fletcher 


Brighton on the trumpet of Fame, he gave an impetus to a habit that 

is now among the most firmly rooted in English life—the habit of 
taking seaside holidays. Besides bringing into existence a host of seaside 
landladies—indirectly, of course—he did a great deal towards creating seaside 
architecture. A few seaside towns—Llandudno, Worthing and Scarborough 
are examples—tretain the Classical imprint. This results to-day in a curious 
effect: long perspectives of terraces terminated by the bulbous domes of the 
Jubilee pier—the fag end of the Regency, as it were, intimately mixes with 
cockles and mussels and candy floss. But in many cases new building in 
these towns has continued to follow an agreeable Classical style. The bank 
in Lloyd Street, Llandudno, is an example: it is an admirable essay in the 
Lutyen’s manner. Its rusticated lower storey and well-designed recessed 
arched windows form a foil to the more severe treatment of the upper part 
of the building. And its large entrance doorway forms an imposing feature 


W wie the Prince Regent sounded, with portly fingers, the praises of 
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in the grouping. The urns on the portico, one might add, seem a little point- 
less and add nothing to the design; and they are a mongrel shape, neither 
modern nor antique. There is, of course, in many buildings of this period 
(that is, between the wars) something of a dry academic flavour, particularly 
noticeable in Employment Exchanges and Post Offices. One might well, 
architecturally, call this the “‘ King Georgian period ”’. 
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Argentina’s New Hope 


MIDST the tangled and conflicting reports from Buenos Aires assessing 
A tie significance of the most recent political upheaval, one fact appears 

firmly established. The provisional government of General Aramburu 
has not reversed the major economic reforms instituted by General Lonardi’s 
administration in the six weeks in which it held office following the overthrow 
of General Peron in early September. The available evidence suggests that 
it will proceed with the policy of freeing the Argentine economy from the 
ruinous strait-jacket into which it was moulded in the decade of the Peron regime. 

There can be no guarantee, of course, that the cycle of political revolution 
and counter-revolution will not take a further twist that may have a more 
serious impact on economic policy. But the fact remains that action of the 
utmost significance has been taken—action that has already restored to the 
economy some principles of liberalism and common sense, in substitution for 
the gross economic distortions, the inefficiencies, and the moral and financial 
bankruptcy imposed by Peronista corporatism. The international value of 
the peso has been brought nearer its true level by means of a drastic devalua- 
tion, by over two-thirds if measured by the former basic rate; and the oppor- 
tunity has been taken to make an important simplification in the structure of 
exchange rates. A start has been made on the liquidation of the Instituto 
Argentino de Promocion del Intercambio (1.A.P.I.), the state trading agency 
that handled the great bulk of the internal merchanting and export of 
Argentina’s agricultural produce. And provision has been made for the free 
transfer overseas of all current earnings on overseas capital. The Argentine 
economy is still very far from being a free one; but the first essential steps 
in liberation have been taken, and with an alacrity that has surpassed the 
best expectations. 

These sweeping changes have unquestionably been prompted in part by 
the fervent desire of many educated Argentinians to puncture at one stroke 
the artificial basis that upheld the twisted shape of the Peron economy. The 
reforms do more than recognize a crying need: they answer a change of 
national mood. Moreover, the likelihood that they will endure has been 
further enhanced by the manner in which they have come about. The 
individual measures constitute no acts in isolation; they were taken imme- 
diately following the completion of the remarkable report on the economic 
situation undertaken for the Lonardi government by Dr. Raul Prebisch. 
Dr. Prebisch is perhaps the foremost economist in Latin America; between 
1933 and 1944 he was general manager of the Argentine Central Bank, and 
he is now secretary-general of the United Nations Economic Commission for 
Latin America. The Lonardi government’s measures corresponded almost 
exactly to those deemed by Dr. Prebisch as “‘ most urgent and immediate ”’ 
His appointment as economic adviser to the government has been confirmed 
by President Aramburu. 

Dr. Prebisch’s report is, indeed, utterly convincing. His exposure of the 
full measure of the weakness to which the Argentine economy has been reduced 
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by the follies and depredations of the Peron regime could hardly be resisted. 
Its cool and ruthless analysis forms a damning indictment of a decade of 
profligacy and incompetence, an indictment that will stand whatever the 
ensuing turn of the political wheel. It deserves wide study—chiefly, of course, 
for its implications for Argentine policy now, but also for the light it sheds 
on the true economic effects of the misconceived and mismanaged type of 
state planning that has been practised, and is still, by many besides Sr. Peron. 
“Argentina is going through the most acute crisis in all its history ”’ 
Thus the Prebisch report opens. It goes on to point out that in previous 
crises, in 1890 and 1920: 
The country’s productive forces were intact. That is not the case to-day: the 
dynamic factors of Argentina’s economy are seriously affected, and an intense 
and prolonged effort will be needed to re-establish the country’s vigorous 
productive rhythm. 


This effort, the report continues, can and should be made. But first it is 
necessary to dispel “ disturbing illusions’. Argentina has attempted to make 
large increases in its consumption; yet, owing to the chronic misdirection of 


THE PESO BEFORE AND AFTER 


(Transactions to which rates applicable shown in italics) 


Old Rates New Rates 
Pesos Pesos Pesos Pesos 
to $ to £ to$ tof 
Exports* 
Basic os ‘ 5 14 
All major grains 
Fresh meat Agricultural staple products 
Hides and skins Most other exports 18 50 
Preferential 7.2 21 
Secondary and processed | 
agricultural _— J 
‘ Free ’’ Market . , 134-14 38-39 Certain manufactures Free markett 
Most manufactured ex- 
ports 
Imports 
Basic os 5 14 ) Fuels; most raw materials ; 
Coal and petroleum t paper; most chemicals; 
Preferential 7.5 21 tvon and steel goods ; agri- 18 50 
Most raw materials and | cultural machinery and 
semi-manufactures J spares 
‘“ Free ’’ Market .. - 134-14 38-39 Spares for other machinery; Free markett 
Other imports on grant certain chemicals and elec- 
of individual permit trical equipment; motor 
vehicles 


Financial remittances 


* Certain goods subject to compound of rates; thus effective rate for wool was 17.50 pesos 


to £, for butter 28 pesos and for cheese 31 pesos. 
+ Rates in first weeks of free market around go-100 pesos to f. 
+ Some goods in these categories subject to surcharge of 20 pesos to $. 


resources, there has been scant increase in production. Dr. Prebisch points 
out that figures prepared by the Peron government itself show that real 
national income per head has risen by only 3} per cent. in the past decade 
—while from 1948 through 1953 it was actually falling. ‘“‘ To obtain a 
level of consumption that is higher than the national product, Argentina has 
been unwisely contracting foreign debts and following a course of serious 
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capital erosion’. Agriculture has been deliberately stultified in favour of 
industry, yet even the policy of autarchy has not been pursued consistently 
or effectively. The basic industries have been neglected, and so has the 
development of the oilfields. The upshot is that Argentina is more dependent 
than ever on imports. As so often happens, the effectiveness of authoritarian 
policy has been confined to its negative aspects. 

The most pressing immediate weakness is the foreign payments balance. 
Dr. Prebisch estimates a current deficit for 1955 of U.S. $186 millions—com- 
pared with surpluses of $70 millions and $354 millions achieved in the good 
harvest years of 1954 and 1953. This year’s deficit is expected to raise external 
liabilities to some $757 millions. These liabilities are, moreover, of a “ pre- 
emptory and relatively short-term nature ’’: they comprise for the most part 
credits under bilateral agreements and commercial credits granted on imports 
of capital goods. Some $260 millions of the liabilities fall due in 1956. The 
reserves of gold and foreign exchange amount to the equivalent of only $450 
millions. For the first time since the end of the war, Argentina has drawn 
on its available sterling credit—to the extent of {20 millions, leaving £5 
millions in hand. 

Yet at the end of the war Argentina’s reserves amounted to no less than 
$1,682 millions. Dr. Prebisch lists three causes of this appalling collapse. 
l‘irst, the current deficits themselves; secondly, the repatriations of foreign- 
owned capital in Argentina—including, of course, the railways from Britain; 
thirdly, and in fine irony, Argentina’s exchange difficulties were intensified by 
the need to advance $150 millions to its commercial banks when the suspension 
of overseas remittances in 1949 provoked foreign banks to withdraw their 
facilities for ordinary documentary credits to finance Argentine imports. 

In domestic policy, Dr. Prebisch points to three major weaknesses: 
the misguided policy towards agriculture; the failure to build up the basic 
industries; and the reckless policy of inflation. Farmers were hit by the 
application of an overvalued exchange rate to their exports, by the bureau- 
cratic bungling of the State purchasing agency, and by the lack of adequate 
resources for expansion and technical improvement. The neglect of agri- 
culture was ostensibly designed to promote industry. In fact, it did the 
opposite. Industry was deprived of the basis of rising agricultural income— 
which in any predominantly agricultural country, as Dr. Prebisch points out, 
is an indispensable requirement for its growth. The physical volume of 
Argentine exports, over 90 per cent. of which are made up by agricultural 
produce, amounted in the five years, 1950-54, to barely 64 per cent. of those 
recorded in the five years immediately preceding the war. 

Investment in basic industries was hopelessly inadequate. Foreign com- 
panies were prevented from developing petroleum resources, and production 
under the State agency grew far more slowly than demands. In the last five 
years imports of coal and oil have accordingly risen strongly: they now 
account for nearly one-half of total consumption of all forms of energy, 
compared with 39 per cent. before the war. Yet it is estimated that oil pro- 
duction could be doubled within four years. The pre-war plan to set up a 
steel industry has still not been effected. The transport system under national 
ownership has fallen into astounding decay: renewals of rolling stock are 
twenty-five years in arrears and experts have estimated that adequate 
re-equipment of the railway system would require no less than $1,400 millions 
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for imported material alone. Dr. Prebisch succinctly points out that Argentina, 
instead of extinguishing through repatriation long-term capital liabilities of 
$764 millions carrying low interest rates—and acquiring in exchange short- 
term liabilities of $757 millions, at high interest rates—would have done 
better to attract new foreign capital into ventures that increased the country’s 
industrial capacity. As it was, the “ policy’ of industrialization succeeded 
only in its negative purpose of impoverishing agriculture, and in the process 
undermining the basis of the country’s solvency. 

The decline in productivity in the Argentine economy that was the 
inevitable result of the ludicrous Peronista policy was naturally itself a prime 
cause of inflation. But inflationary pressure was further heightened by 
exceptionally large increases in wages; and by the expansion in the money 
supply resulting from the large deficits run up by the state trading organiza- 
tions—amounting in 1954 to no less than 14 per cent. of gross national 
product. The wage increases did secure a substantial rise in the real incomes 
of industrial workers; but they did so only at the expense of the less fortunate 
unorganized groups, and, of course, at the cost of further undermining the 
stability of the economy. 





How THE NEW EXCHANGE WILL WORK 


The immediate need, plainly, has been to restore a sane balance to the 
price structure in the Argentine economy—above all, to offer an economic 
price to the products of agriculture. This the Government has done. The 
low and inflexible prices paid by the I.A.P.I. are being replaced by the return 
of private dealing. For exporters of agricultural staple products, including 
grains and meat, the peso has been devalued by 72 per cent.—from 5 pesos 
to the dollar (or 14 to the pound) to 18 pesos (or 50.3 pesos) respectively. 
Further, the structure of multiple rates, used by the Peron administration for 
purposes of blatant trade discrimination, has been simplified. The rate of 
18 pesos to the dollar applies to the greater part of Argentine exports and to 
a long list of ‘‘ most essential ’’ imports—previously subject to differential 
rates between 5 pesos and 14 pesos to the dollar. All other transactions— 
relating to exports of certain manufactures, all permitted imports, outside the 
favoured list, and financial remittances—are now financed through a genuinely 
free exchange market. 

It is important to note, however, that this drastic exchange devaluation 
and simplification is for the present not being permitted to exert its full 
effect on internal prices. Transitional arrangements have been introduced to 
moderate the increase in both the retained peso proceeds of exports and in 
the peso cost of imports. The necessity for curbing short-term inflationary 
effects of devaluation was indeed recognized by Dr. Prebisch himself. Most 
exports have been subjected to a levy, ranging from I0 to 25 per cent., to be 
paid into a national economic recovery fund; this will be used for the dual 
purpose of providing technical and financial aid to agriculture and subsi- 
dizing certain essential imports. Even after taking the levies into account, 
the effective devaluation for the Argentine exporter is very considerable— 
69 per cent. for grain, 67 per cent. for meat and 62 per cent. for greasy wool. 
The increase in the proceeds accruing to Argentine farmers will admittedly 
not be quite as large as the extent of this depreciation suggests, since the 
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I.A.P.I. was normally forced to pay somewhat more for its purchases than it 
received on the basis of the grossly over-valued basic exchange rate. 

Second only in significance to the devaluation itself is the abolition of 
the previous complex and controlled system of multiple exchange rates. All 
transfers not eligible for the basic rate will now be made through a free market. 
An officially designated free market in foreign exchange has indeed been in 
existence since 1950. But hitherto the market has been free only in name. 
The authorities kept close control over the rate, virtually pegged at 39 pesos 
to the pound, partly by intervention in market operations, but even more by 
preventing potential buyers of foreign exchange from entering the market at 
all. Thus importers of goods theoretically obtainable through the “ free ”’ 
market were refused exchange permits; and, still more rigorously, financial 
remittances of profits and interest earned by overseas residents were all but 
completely blocked—notwithstanding the undertaking given by Argentina in, 
for example, every trade and payments agreement with Britain, that accumu- 
lated and new remittances would be released at a certain pace. 

The new free market, in contrast, is expected to justify its appellation. 
For the time being, the authorities are not to intervene—simply it seems 
because they cannot spare the foreign exchange; it may be hoped that they 
will subsequently make releases of exchange to the market in phases of 
weakness. But the significant aspect of freedom lies in the permitted use of 
the market. Importers of goods on the designated free market list need seek 
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no separate exchange permit; nor will there be any restriction on remittances 
of current earnings on foreign capital or from foreign-owned businesses. It 
has not yet been found possible to grant a similar measure of freedom to the 
accumulated arrears (except to those earned after June 30, 1955). These 
debts, which are virtually all in respect of financial and not commercial trans- 
actions, include {63 millions owed to creditors in the United Kingdom and 
some $11 millions to creditors in the United States. It is the declared 
intention of the Government that these arrears will be freed “‘ as soon as the 
situation in the free market permits ”’. 

In its first few weeks of operation, rates in the exchange market have 
been extraordinarily high, ranging up to 100 pesos to the pound, or more 
than the rate quoted in the old black market. But it is hoped that as con- 
fidence in the stability of the new political regime increases, the value of the 
peso in the market will be bolstered by the return of some of the large funds 
that were illicitly deposited overseas by Argentine residents in the years of 
Peron rule. 

The Argentine authorities have an especial incentive to restore confidence 
in their intention of re-creating acceptable conditions for both domestic and 
foreign capital; and one such condition that will certainly be required by 
foreign investors is a reasonable rate of exchange for transfer of earnings. 
Dr. Prebisch has left no illusions about the country’s imminent need of new 
foreign capital. As a result of the misdirection of resources under the 
Peron regime, 

the possibility that could be glimpsed ten years ago of Argentina reaching a 

state of economic maturity in which the need for foreign capital would be 

reduced to insignificant proportions has receded for a good number of years... . 

If there is no desire to accept [the foreign capital] then the country must be 

content to continue indefinitely in its present precarious position. These are 

the facts and they cannot be changed. 


The available indications so far suggest that the Argentine Government may 
be prepared to take heed of this impeccable advice. 


NEW DEAL FOR FOREIGN INVESTORS ? 


The need is indeed for a complete transformation of attitude in this sphere. 
The Peron policy was to treat the foreign investor as someone to be coaxed 
on occasion into supplying an urgent need, but otherwise whenever possible to 
be cheated of his due. Most investors, in time, became wise to their fate; 
and in recent years the few new ventures that were attempted stemmed for 
the most part from deals made personally and often on distinctly unorthodox 
lines, by members of the Peron administration or their friends. For example, 
the agreement signed by the Peron government with the Standard Oil 
Company earlier this year granting far-ranging rights of exploitation and 
surveying of petroleum resources was rejected even by the Peronista Congress; 
whilst the actual establishment of a subsidiary Argentine company by Mercedes 
Benz, the German motor manufacturers, was arranged only through the 
machinations of a close personal friend of the president, and now under 
arrest. It is therefore small wonder that Dr. Prebisch felt obliged to embroider 
his plea for the need to attract foreign capital by emphasizing that, if the 
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underlying change of policy were made, “ the country would be well placed 
to negotiate loans with honour and dignity and to refuse private arrangements 
that are onerous or incompatible with national prestige in favour of those that 
demand no special privileges 

It must indeed be clear, now, that the rightful aspirations of the Argentine 
people for a greater measure of national self-respect and economic independence 
have been sadly frustrated by the policies of extreme and ill-considered 
nationalism that have been pursued ‘in the past decade—notwithstanding the 
fact that it was largely these aspirations that lay behind much of the original 
support for the Peron regime. The political leaders now in control should be 
able to rely on a sympathetic public understanding of attempts to further the 
country’s true interests on liberal lines. If the authorities do in fact follow 
up their first heartening reforms—by gradually diminishing the remaining 
impediments to a unified exchange rate, and in particular by creating the 
conditions in which the transfer of overseas earnings is possible at an economic 
and reasonably firm rate—the chances of a revival of interest among foreign 
investors in new projects should be good. In time, Argentina might indeed 
extend the scope of possible sources of funds by applying for membership 
of the World Bank and the International Monetary Fund—spurned under 
General Peron for reasons of “ prestige’’. Neither these institutions nor 
private investors can as yet be confident that the necessary transformation in 
Argentine policies and attitudes will take place. But at least, for the first 
time since the war, there is substance for real hope. 
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A Central Banker Speaks Out 
By M. J. Bonn 


HE present generation is not accustomed to hearing the president of a 

central bank assert his complete independence of government and of 

sectional economic pressure groups, be they captains of industry, trade 
unions or farmers’ rings. Yet this happened in the German Federal Republic 
when the President of the Bank Deutscher Laender, Dr. Vocke, addressed on 
November 7 the Oversea Club in Hamburg. 

Dr. Vocke was with the old Reichsbank during the days of the first great 
inflation. He remained when Dr. Schacht, at that time a good democrat 
and a sound economist, became President. Under Schacht’s successor, Dr. 
Vocke went to the Preparatory World Econdmic Conference at Geneva as one 
of Germany’s two delegates, the proposals of which were praised by nearly 
every government but not adopted by any of them. He remained in the 
Bank after Schacht’s return, until the latter’s naive attempt at stopping 
Hitler from going to war by refusing to discount further rearmament bills, led 
to Schacht’s dismissal. Vocke was allowcd to resign. After the war the old 
Reichsbank was dissolved and a new ccntral bank—the Bank Deutscher 
Laender—was organized on federal lines. Western Germany, it will be 
recalled, was federalized by the creation of nine separate Laender, each with 
its own central bank. These nine Land central banks in their turn founded 
the federal central bank, the Bank Deutscher Laender, to which the issue of 
notes and the control of monetary and credit policy were entrusted. Dr. 
Vocke was made its president. He has to co-operate with an advisory council 
formed by the nine presidents of the Land central banks. 

In the days of the Weimar Republic the Allies had insisted on the inde- 
pendence of the Reichsbank. They rightly assumed that those central banks 
that are the servants of a Chancellor of the Exchequer or Finance Minister 
are inevitably the servants of the political forces on whose support the 
Chancellor is dependent. Admittedly, Germany’s experience then was hardly 
a vindication of the principle of independence for its central bank. The 
Reichsbank president in those days, Dr. Havenstein, though a man of great 
personal integrity, did not understand the forces of inflation; he let unwise 
governments and greedy industrialists indulge in it until it assumed fantastic 
dimensions. Fortunately for Dr. Vocke, the Allied distrust of the wisdom of 
German governments continued after the Second World War. In their own 
countries they had thrown overboard the independence of their central banks, 
but they imposed it upon the Bank Deutscher Laender. Dr. Vocke has made 
excellent use of it. He has, of course, been exceptionally fortunate. The 
Minister of Finance, Dr. Schaeffer, keeps his budget thoroughly balanced. 
The Minister of Economics, Professor Erhard, is an almost fanatical believer 
in competitive economics and an enemy of all physical controls. But Dr. 
Vocke’s greatest asset is the knowledge of inflation that the German people 
have acquired during two gigantic social upheavals. 

Present-day Germany is not faced by a crisis. The budget is balanced. 
There is a large surplus that is at the disposal of the Allies on account of the 
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armies of occupation. There is full employment—most of the remaining 
so-called unemployed are unemployable. Industrial output rose by 17 per 
cent. in the first half of 1955, though by September the rate of increase had 
slackened to 8 per cent. The former massive excess of exports over imports 
($650 millions last year) has run off for the time being, though no significant 
deficit has arisen. The note issue, about DM.12 milliards, is covered by 
DM.34 milliards of gold and over DM.8? milliards of foreign exchange (in- 
cluding the credits in E.P.U.). This gives total external reserves equivalent 
to some $2,900 millions, and three-quarters of this 100 per cent. cover consists 
of gold or dollars. Since 1950 the cost-of-living index has risen by 10 per 
cent.; but in September it was only 2 to 3 per cent. higher than in 1953. 

One may well ask why, in these circumstances, did Dr. Vocke think it 
necessary to speak out. The answer is very simple. He knows that a central 
bank can hold back an incipient boom tending towards credit inflation without 
too painful consequences, but that when once a boom has got out of hand, it 
can be stopped only by a terrific shock. The two German inflations have 
familiarized him with inflation caused by reckless government finance. He 
has no fears on that account. But he is afraid of the inflationary trend of 
industrial demands, which are being satisfied by bank credits. Capital has 
always been scarce in Germany. Mortgage bonds, which are considered gilt- 
edged, yield about 6 per cent. Bank money, too, has rarely been cheap. 
Yet German industrialists have always tried to raise capital for long-term 
investments by short-term bank credits; a large amount of outstanding bank 
advances to industry has never been self-liquidating within a _ reasonable 
period. The debtors, moreover, have never worried over-much about repaying 
these debts; many of them have a mild hankering after a little inflation, which 
would make repayments much easier. Such habits can be extremely dan- 
gerous when an economy Is rising towards boom. 

Rapid recovery, quick and large profits, have made businessmen eager for 
reckless further expansion. They rarely understand that, while expansion 
can make a boom, the expanded plants can keep it going only if their addi- 
tional output can be sold at remunerative prices. Expansion absorbs addi- 
tional labour and the growth of the labour force has hitherto widened the 
home market and made it more profitable. Increased profits have led to 
increased demands for more labour until the labour reservoir has almost been 
pumped dry. Industry's great profits and labour’s over-employment have 
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induced trade unions, whose attitude has for a very long period been extremely 
moderate, to make demands for very much higher wages. Employers are 
prepared to grant them only if they are allowed to raise prices correspondingly. 

Dr. Vocke is afraid that these moves will first disturb the price structure 
and finally burst the entire price level. He probably remembers the days of 
the Weimar Republic, when leading industrialists in the heavy industries, 
whose prices were fixed by the government, encouraged workers to make large 
wage demands in order to exact a corresponding rise of prices. Both parties, 
Dr. Vocke seems to feel, look upon the price system like mediaeval lawyers, 
according to whom a producer was entitled to claim a price covering his actual 
outlays plus an addition for his customary standard of living. When indus- 
trialists claim the right to raise prices because labour costs have risen and 
labour the right to level up wages automatically because the cost of living 
has gone up, the price mechanism is being distorted. Producers no longer 
try to keep prices down by improving their technique and consumers do not 
help to force them down by temporarily restricting demand. The supposedly 
competitive economic system is replaced by a grand national leapfrog race. 

In the face of these dangers, the Bank Deutscher Laender raised the Bank 
rate from 3 to 33 per cent..in August. This may seem a very moderate rate, 
but it is not the measure of the cost of commercial credit; actual credit costs 
to borrowers from the commercial banks vary in different parts of Germany 
between 6 and 94 per cent. The Bank Deutscher Laender has also called for 
higher minimum reserve ratios that commercial banks have to keep with the 
Land central banks; it has made rediscounting of instalment credit much more 
difficult and it has carried out some open market operations; all this, as Dr. 
Vocke puts it, by way of warning. 

He is now going very much further. He has bluntly told employers and 
employees that they must be reasonable and not break the price level. He 
cannot, of course, prevent them from doing so, but he has told them plainly 
that if they do, he will restore it, as he is charged with the duty of maintaining 
the purchasing power of the mark in the interests of the German people. 
‘ The Bank is not supposed to stand for industry, nor for the working class, 
nor for agriculture—nor for any other important group. Even the largest of 
them are but minorities when compared to the great community of our people; 
we stand for the whole, not for the parts’’. He warns all parties that the 
Bank possesses the means for carrying out its duties, though he would prefer 
not to use them, knowing very well how deep they will cut. But he will use, 
them if his hand is forced—as it would be if unreasonable pressure upon the 
economy develops from any quarter. He is convinced that his monetary 
weapons are sharp enough to do the work when wielded by a firm hand and 
he knows that they will not be blunted by counter-operations from a timid 
Treasury. 

Dr. Vocke is not particularly fond of being in the limelight and is not 
given to hortatory addresses, but there is an almost passionate note in his appeal 
to those “‘ who can never get enough, who always must rush things and in 
doing so ignore the nation’s welfare. Be moderate, do not force the Bank to 
apply the brakes more ruthlessly. It would badly hurt you. And I tell the 
public whose vital interests are bound up with a sound stable currency: among 
them, housewives, little men, rentiers, pensioners, people who save, ‘do not 
be afraid; we keep watch and ward’ ”’. 
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Italy’s Drive for Prosperity 
By George Soloveytchik 


past year or so. The discovery of vast reserves of oil has given promise 
of a far-ranging strengthening in the basis of Italian industry and the 
balance of payments; and an ambitious ten-year plan drafted by Signor 


Pipest pear prospects have been opened up for the Italian economy in the 


Vanoni, the Minister of the Budget, has at last shown the way towards a 
frontal attack on Italy’s major economic and political problem—its 2 million 
unemployed. The Vanoni plan itself makes no provision for the specific 
measures that are required; many of these are indeed already under way, 
under the aegis of less comprehensive programmes that are already showing 
impressive results. These are now taken under the wing of the master plan 
—which is in fact essentially a long-range forecast of development attainable, 
provided the underlying conditions of governmental economic action remain 
favourable.* 

The remarkable economic recovery achieved by Italy since the end of the 
war can be divided into three broad phases. In the years 1945-47 it consisted 
primarily of the fight against hunger, industrial paralysis, and chronic inflation. 
Secondly, in 1947-50, a firm monetary and budgetary policy succeeded in 
achieving financial stability and fostering rapid strides in production. Once 
the immediate losses had been made good, the stage was set for the third 
phase in economic advance, opened in 1950 and far from completed yet: the 
assault on the country’s traditional structural difficulties. The most import- 
ant of these problems was, and still is, that of poverty and under-employment 
in the predominantly agricultural south, which in turn limits the scope of 
expansion in the relatively rich industrial core of the country, centred in the 
plain of Lombardy. But the economic policy of Italian Governments in the 
past five years has embraced still wider tasks than this vital achievement of 
a better balance between the two halves of the country. It has had to 
strengthen the basis of the country’s external accounts—a task that has 
recently assumed added urgency as a result of both the likelihood of a falling 
off in special dollar receipts on military accounts, and of the strains on ex- 
ternal payments that will inevitably result from the ambitious measures of 
internal expansion. The excess of imports over exports has been reduced in 
recent years (the details are given at the end of this article) and Italy has 
secured substantial aid from foreign credits and long-term loans. Soon, 
moreover, the country should be securing substantial relief from rising output 
of oil. Nevertheless, the Government is well aware that bigger efforts will be 
necessary in the export field if Italy is to finance the rising level of imports 
required without imposing insupportable strains on external reserves. 

In the domestic economy, perhaps the largest single problem that resulted 
from the war was the shortage of housing. It is estimated that some 6 million 
rooms were destroyed or badly damaged. Under a variety of programmes, 
wholly or partly financed by the Government, more than that number have 











* See “‘ Italy’s Unemployment Problem: a New Attack ?’”’, by Vera Lutz, in the May tssue 
of THE BANKER. 
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been repaired or newly built since 1945. During the last three years the pace 
of building has risen rapidly: the number of rooms constructed rose from 
750,000 in 1952 to 945,000 in 1953 and 1,200,000 in 1954. New houses for 
workers have been specifically catered for by an agency known as INA-CASA, 
formed in 1949 and now near to fulfilling its aim of building 180,000 dwellings, 
or 900,000 rooms, within a period of seven years. 

But the most important official agency charged with the task of raising 
living standards is the Cassa per 11 Mezzogiorno, or the Southern Italy Develop- 
ment Fund, set up in 1950 to implement the plans drawn up by the Govern- 
ment in 1948 for the economic development of the south. This plan provided 
for the expenditure of 1,280,000 million lire (equivalent to £730 millions at 
present exchange rates) in a period of twelve years. The Cassa hopes to raise 
part of this huge sum abroad; and a loan of $70 millions has already been 
secured from the World Bank. Some 32 per cent. of the total expenditures 
is to be spent on land reclamation, irrigation and transformation; 22 per cent. 
on land improvement; 18 per cent. on water control, electrical power stations 
and afforestation; 11 per cent. on aqueducts and sewage; g per cent. on roads; 
6 per cent. on railways; and 2 per cent. on ‘schemes to foster tourism. Under 
these plans, some g00,000 acres of eroded lands or swampland are being 
brought into productive use, and a further 1,350,000 acres are undergoing 
extensive improvement. The projected expenditure is expected to comprise 
each year about 1 per cent. of the gross national product, and some 5 per cent. 
of total public expenditures. In addition to these outlays by the Cassa itself, 
the plan envisages the investment in the south of considerable funds from 
both private sources and other public bodies. By June 30, 1955, the Cassa 
had approved 46,614 individual projects—each carried out by a local inde- 
pendent consortium of contractors—involving 577 billion lire. The beneficial 
effects have been immediate, on employment, production, consumption. This 
injection of demand has undoubtedly been an important factor in the ex- 
pansion of the Italian economy as a whole, especially during the last two 
vears. In the first half of 1955, Italian industrial production rose to a level 
g per cent. above that achieved in the first half of 1954—and was 36 per cent. 
higher than four years previously. 

Side by side with the schemes financed by or under the aegis of the Cassa, 
development in the south has been furthered by another great project—land 
reform. The pressing need to mend the economically unsound and humanly 
intolerable maldistribution of land ownership has been recognized for some 
eighty years; but it was only after the end of the war that anything of 
significance was done. As early as 1944 the new Italian Government was 
driven by political pressures to urgent emergency action. It expropriated 
368,000 acres of fallow and semi-cultivated land and transferred it to some 
6,000 agricultural co-operatives. The next major step was not taken until 
1950, when the basis of the present land reform was laid in two laws. These 
provide a firmly established system of expropriation, subject, of course, to 
compensation. The results have been impressive. Some 2} million acres of 
land have now been divided among about 100,000 families. The compensa- 
tion paid out by the Government has amounted to over 10,000 million lire 
({5.7 millions); but this comprises only a fraction of the total cost of the land 
reform scheme. Over 50,000 million lire has been required for the purchase 
of tractors and other equipment, for new housing, livestock, roads, irrigation 
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and a variety of other purposes, including the creation of village centres for 
the scattered farm population. 

Investment expenditures of these orders of magnitude have imposed a 
heavy burden on the Italian economy; it has to be remembered that in 1954 
income per head amounted to only £126 against £308 in Britain. In addition 
to new development, there is still an almost inexhaustible need of funds for 
urgent repair and relief after such annually recurring calamities as floods or 
volcano eruptions; for the resettlement of refugees from the lost colonies; for 
unemployment relief and emigration; and, most recently, also for rearmament. 
Total investment expenditures take up fully 21 per cent. of national income 
—an impressive sign of the major effort that Italy is making to expand its 
economy. Recently, the country’s population has been increasing by about 
400,000 a year. Though the birth rate is now beginning to turn downwards, 
it is still one of the highest in the world. The upshot is that although the 
labour force has expanded from 18 to 22 millions in the past few years, unem- 
ployment has remained obstinately steady at around 2 millions. 

This then is the background to the all-embracing plan, drawn up in 1954 
and plotting the country’s economic course in the next decade. The “ essential 
economic targets ’’ have been summed up by Signor Vanoni as follows: 


Fuller employment and a better balanced and more harmonious development 
of the different regions, guaranteeing—and at the same time rendered possible 
by—the maintenance over a period of ten years of a high rate of increase in the 
national income, a better distribution of individual incomes, and the redressing 
of the balance of payments. 


The plan examines the probable effects of introducing hitherto unutilized 
labour into the nation’s productive system. It puts forward three major 
programmes of public investment: agriculture, public utilities, and public 
works, as well as schemes for industrial development and building. These 
should be “ propulsive ”’ in character, in that in addition to their direct effects 
on raising employment and income they should also set in motion further 
economic advance. This propulsive effect should include the creation of jobs 
for the unemployed at the rate of 410,000 workers a year. The actual aim 
is to provide jobs for 3,200,000 new workers in the ten years and to keep 
employed a further 800,000 who would otherwise lose their jobs on account 
of technical innovations. This, it is calculated, is the achievement necessary 
to bring Italy to full employment. 
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In one respect, Italy is better placed than some of its fellow European 
countries in applying its resource to domestic development: it is no longer 
subject to the rival claims of colonies. That is not to say that most Italians 
do not still regret their country’s loss. But many who attached large (and 
probably exaggerated) importance to the former colonies as sources of raw 
materials are now consoled in part by the new mineral wealth being discovered 
in Italy itself. The country has for some time benefited from its huge 
resources of methane gas; and now that it seems to be on the eve of spectacular 
developments in oil, the very foundations of the economy may be transformed 
within a relatively short period. 

Methane, or natural gas, is at present Italy's foremost mineral product. 
Output has soared since the end of the war from small beginnings to over 
3,000 million cubic metres a year, and is probably still only in its early stages. 
Yet it is already sufficient to cover about one-third of Italy’s vastly expanded 
fuel requirements, saving considerable amounts of foreign exchange that were 
formerly spent on imported coal and oil. The gas is used not only for heating 
but also as an ingredient in the chemical industry, in steel, plastics and a 
variety of other industries. . 

The oil finds have been sensational. In addition to the important reserves 
found during the last year or two in the south, mainly by United States com- 
panies holding concessions, some vast new resources were discovered in 
September of this year by the Italians themselves in the Abruzzi region. 
The Prime Minister, Signor Segni, felt justified in making the dramatic 
announcement that the whole Adriatic coast was now believed to be a vast 
oil reservoir, and that thanks to the resources available in that region Italy 
would be able in a few years’ time to satisfy completely all its oil requirements. 
This would mean an annual saving in foreign currency of the equivalent of 
£114 millions. 

The discoveries have touched off some heated controversies. A violent 
dispute has arisen about who should be granted the exploitation and develop- 
ment rights. By far the greater part of Italian fuel production and research 
is at present in the hands of a powerful and ably managed state organization, 
Ente Nazionale Idrocarburi (E.N.I.). It is E.N.I. that made the latest dis- 
coveries—and it hopes before long to make more. But powerful private 
Italian concerns, among which the huge Montecatini concern is particularly 
vocal, are also active in searching for oil, and they have likewise found some. 
Finally, there are the American and British companies, whose activities are 
mainly concentrated in the south. National interest demands that an Italian 
oil industry be developed without loss of time and regardless of political or 
private business considerations. And it is feared, for example, that the 
Americans may prefer—for reasons of their own—to keep their Italian oil 
resources as a reserve instead of making an immediate drive for output. The 
E.N.I., for its part, is not eager to see a powerful privately-owned Italian 
industry set up in competition with it; whilst the influential Confindustnia, 
the Federation of Italian Industries, has raised a battle cry against state owner- 
ship and wants the oil industry to be built up and managed by private capital. 

This heated debate is, moreover, matched by a similar dispute about a 
project for setting up a “ Ministry of Participations ”’ to bring under one hat 
the great diversity of wholly or partly state-owned industries, banks and 
other concerns. The State’s ownership of the banks goes back to the depression 
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of the 1920s, when all the principal banks faced grave difficulties, mainly 
through their close connections with industrial companies, but also through 
speculative activities. The Government created a huge holding company 
called Istituto per la Ricostruzione Industriale (I.R.I.) to take over the banks 
and the industries. Since then it has nursed the banks back to enviable 
prosperity, and allows them to operate freely on independent and competitive 
lines. The Government also directly owns or controls all the other important 
financial institutions of the country; but, like I.R.I., it leaves them to them- 
selves—with excellent results. The State’s industrial holdings, which include 
shipbuilding concerns and the big international shipping lines, are managed 
with more active control. Policy is dictated by the needs of creating employ- 
ment and by other social and national considerations. 

By far the greater portion of Italian industry is, of course, privately 
owned. For the most part, it is thriving. The long-standing engineering, 
steel and electrical industries, all of which include firms of international 
renown, have now been joined by a bevy of younger firms that have quickly 
succeeded in making their names household words in a wide range of countries. 
Particularly notable are the manufacturers of typewriters, calculating ma- 
chines, sewing machines and motor scooters. But Italy’s textile industries, 
like those of many other countries, are in a less happy state. Both the 
cotton and the artificial silk industries have lost many traditional foreign 
markets—though they are feeling the benefit of the steadily increasing 
domestic demands. All in all, however, Italian industrial production has 
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risen remarkably. Taking 1938 as 100, the index reached 165 in 1953; it 
rose to 181 in 1954, and by the middle of this year stood at 194—that is almost 
double its pre-war level. Moreover, most of the recent increase reflects 
improved productivity: some three-quarters of the increase in the labour 
force that took place in 1954 and the first half of 1955 found employment in 
commerce or in transport. 

This large expansion in supplies has permitted the heavy programme of 
investment to take place side by side with steadily rising living standards; 
and it has created the necessary basis for a stable currency. The wholesale price 
index is expressed on a base of 1938=1. At mid-1954 the index stood at 
52.93, and a year later it was virtually unchanged. The lire has gained 
immeasurably in strength since the early pre-war years. The days of a black 
market rate, even for dollars or Swiss francs, are gone. Most banks in fact 
pay a fraction less than the official rate for dollar notes. 

The financial stability that has been achieved owes much to the inculcation 
of sound principles of orthodox liberal policy by Signor Luigi Einaudi while 
he was president of the Republic, and also to their application by the Governor 
of the Bank of Italy, Donato Menichella. It was Sr. Einaudi who, when the 
new Constitution was being drafted, insisted on the insertion of a paragraph 
stipulating that for every new expense the State must create a new source 
of revenue. The budget deficits have accordingly been kept to some 6 per 
cent. of State expenditure—against the deficits of 30 per cent. that were 
regularly incurred before the war. Moreover, the Government satisfies its 
remaining requirements in the markets. The Bank of Italy states in its 
latest annual report: ‘‘ One of the rules on which monetary stability is based, 
the limitation of advances to the Treasury on the part of the central bank, 
has . . . been observed in the last seven years. No small part of the success 
which the country has achieved in the monetary field has been due to the 
pursuit of this policy ”’ 

Italy’s foreign trade has shown a gradually improving trend in the past 
three years. Imports rose only from £745 millions in 1952 to £790 millions in 
1954, whilst exports increased from £485 millions to £575 millions. The 
visible deficit thus shrunk from {260 millions to {215 millions. Net earnings 
from invisibles—above all tourism, which brought in nearly £50 millions net 
in 1954—reduced the deficit on all current payments to £120 millions in 1952 
and £32 millions last year. These deficits have been more than offset by 
capital receipts and by special receipts from the United States on military 
accounts. The exchange reserves have, moreover, been further bolstered by 
the big improvement in Italy’s commercial accounts with the dollar area— 
which were actually in appreciable surplus in 1954. Accordingly, reserves of 
gold and dollars have jumped from a level long stabilized at around $550 
millions until mid-1953 to top $950 millions by the middle of this year. On 
the other hand, the debt to the European Payments Union has mounted—to 
$160 millions by end-September. Italy has yet to make any significant 
liberalization of its dollar imports—though its imports from European 
countries are almost completely freed—and O.E.E.C. experts have warned the 
country of the need to improve the competitiveness of its exports. If Italy is 
to continue to expand on firm foundations it will need to heed that warning 
—the more so as it succeeds in its object of increasing the buying power of 
its developing domestic economy. 




















374 - THE BANKER- 
The Banker’s Bookshelf 


The Year’s Best Reading 


HE task of highlighting in a single article the most significant of the 

year's additions to the literature of finance and economics, last under- 

taken by THE BANKER twelve months ago, always raises embarrassing 
questions of choice—questions that will often be answered quite differently by 
different reviewers. This year, however, the problem of at least the primary 
selection has been facilitated by the appearance of several works of unusually 
high quality, and of a number of studies of particular interest in analysis of 
the monetary policies and techniques of the past twenty years or so.* 

In the field of economic theory, Professor Arthur Lewis’s The Theory of 
Economic Growth is possibly the most significant new work since the end of 
the war. In range of treatment of the economic problem it perhaps deserves 
to be rated the most comprehensive study since Mill’s Principles of 1848— 
and its special worth lies in the fact that its theoretical analysis and con- 
clusions are constantly pointed towards practical policy. The sterility of so 
much of the vast output of theoretical analysis undertaken in recent years 
has been due fundamentally to its remoteness from practical application. 

If this year’s “ Oscar "’ for academic worth goes to Professor Lewis, that 
for popularity certainly goes to Professor Galbraith, for his The Great Crash. 
This owes its distinction to no theoretical tour de force, but to a straightforward 
account of the fascinating yet still enigmatic events of 1929. The great Wall 
Street collapse has indeed suffered from no shortage of detailed explanations; 
but none of these can match this clear, convincing and brilliantly executed 
account, packed into 175 small pages and as difficult to lay aside as the tensest 
of thrillers. For the student of comparative banking systems there is a major 
contribution from Dr. B. H. Beckhart’s massive symposium, Banking Systems, 
comprising substantial papers on stxteen countries by well-chosen authors in 
each. This work, unfortunately, reached THE BANKER only as this article 
went to press. [For the rest, the year’s crop comprises a large number of 
works of widely varying merit, some of high worth in their specialized fields, 
some that break new ground well, some that will be valued until more arduous 
digging is attempted, and some that are notable textbooks. 

In his brave assault on the problem of economic growth, Professor Lewis 
departs from the narrow compass that economists have generally imposed 
upon themselves for many years past by building their studies upon the 
basic assumption of a given economic and social climate. The economic 
problem has been conceived as ensuring the optimum use of resources within 
that existing framework, so that its discussion could make no contribution 
to the solution of the fundamental questions of why some economies are rich 
and some poor, some advancing and some declining; of what are the basic 
attributes that make them so; and of how the poor countries, seeking to 
emulate their neighbours, shall best proceed. Professor Lewis plunges more 
boldly, but aspires to no unique ability to seek out the final answers. ‘* When- 














* A classified list of publications received during the year, showing full publishing details, 
is appended on pages 387-389. 
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ever we have sought the clue to human history in this volume ”’, he concludes, 
referring to his inductive method of approach, “ we have failed to find it ”’. 
But his incursion into the study of “‘ the consistency of beliefs and institutions 
with growth”’ has at last broken down the artificial divisions between the 
different social sciences that have been built up in recent generations; and 
it has provided the essential signposts to further studies in this field, to 
which more economists may now be expected to turn their attention. The 
work also presents much guidance and many home truths for all those con- 
cerned with that much aired but little understood problem of economic 
‘“under-development ”’. For African administrators and officials of the 
World Bank, no less than for the serious academic student of economics, 
this should be essential reading. 

Professor Galbraith likewise deserves a wide public—and will probably 
get a wider one, certainly among those concerned with the mechanics of stock 
markets. Those markets have never again indulged in the flight into fancy 
to the extent that they did in Wall Street before the autumn of 1929, but the 
dangers of excess are always present in some degree. Even carefully calcu- 
lated methods of appraisal based on.past experience, such as are expounded, 
for example, in A. G. Ellinger’s valuable Art of Investment,* cannot encompass 
all the forces playing upon the markets, and the emotional factor remains 
elusive. Professor Galbraith’s scintillating description of the follies that were 
too great to be revealed at the time by any but the inveterate cynics (“ friends 
of the law of gravity ’’) will be enjoyed by many whose interests range no 
further than appreciation of a masterly use of the English language. The 
book attempts only a light assessment of the réle that the stock market crash 
did or did not play in causing or deepening the industrial depression that 
ensued; its real value lies simply in straight exposition—which greatly 
facilitates assessment of the extent of the danger of a repetition of the 1929 
tragedy in the different institutional and psychological circumstances of the 
present day. 

In the sphere of monetary policy and technique, considered historically 
and analytically, there have been three books which, taken together, span 
the whole momentous period from the breakdown of the gold standard to the 
monetary “ revival’’ of the past few years. For students of British policy, 
the most notable is Dr. Nevin’s Mechanism of Cheap Money, which explores 
the origins and development of cheap money in Britain in the ‘thirties, 
ambitiously attempts the difficult task of assessing its effects upon investment 
and savings and upon the economy as a whole, and discusses the theoretical 
implications of this analysis. Dr. Nevin has been diligent in his statistical 
researches—and, indeed, in documentation in general—and his historical 
account is of particular value. On matters of practice—and perhaps of 
theory, too—some of his conclusions are open to challenge. Not everyone 
would endorse his interpretation of the significance (or insignificance) of the 
principle of the bank liquidity ratio in the ‘thirties; and experience in that 
phase of deliberately contrived cheap money, it should be noted, is of little 
worth as a guide to its significance in times of flexible money and freely 
fluctuating rates. Dr. Nevin emphasizes the quantitative aspects of monetary 
policy, and is no opponent of “ selective ’’ control, but he does not make the 





* Discussed in part in “‘ The Great Bear or the Little ?’’ by John Marvin, in the October 
issue of THE BANKER. 
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common mistake of supposing that quantitative restraint can be divorced 
from the rate of interest. There are some blemishes in this book, but it is 
thought-provoking and valuable. 

The second historical analysis, Mr. Ilersic’s Government Finance and Fiscal 
Policy in Post-War Bnitain, does not quite reach this standard, but its 
undoubted value is enhanced by the fact that it is in some ways comple- 
mentary to Dr. Nevin’s work. Part III of the book in effect picks up in 1945 
the story of British monetary policy that Dr. Nevin ends in 1939. The 
earlier parts of the book explain the modern réle of the budget in economic 
policy and study the tax structure in the light of post-war conditions. These 
are useful exercises, and afford a record that many will find instructive, but 
the whole is not as closely-knit as it could, and should, have been, nor is the 
analysis always sufficiently informed by criticism. The welding process that 
Mr. Ilersic’s work lacks can be found in Mr. Norman Macrae’s The London 
Capital Market (reviewed in THE BANKER last April), where the treatment is 
descriptive and analytical (but not historical). One famous—or should one 
say notorious?—phase in post-war policy finds unusual charting in the new 
edition of Dr. Dalton’s familiar textbook, Principles of Public Finance, where 
the former Chancellor gives in a new chapter his own version of his budgetary 
policies, his pursuit of ultra-cheap money, and of his battle with his critics— 
. and where he also significantly revises some of the fiscal opinions that inspired 
his thinking in the ’twenties. 

The third of this selected trilogy of new historical studies in the monetary 
sphere is The Great Inflation, 1939-51, by Professor A. J. Brown. Professor 
Brown is ambitiously wide in geographical scope, but keeps his subject 
manageable by sticking faithfully to his chosen purpose—‘‘ to compare, 
contrast and in part analyse ’’ recent inflationary experience over a wide 
range of countries. There is much of real worth in his descriptive treatment 
—but some of his excursions into explanation and theory yield dubious con- 
clusions. In particular, he appears to underrate the inter-relationship between 
interest rates and liquidity, and hence fails to bring out the significance of 
the switch away from cheap money in Britain. 

Of the practical problems that have attracted the attention of economic 
writers in the past year the most important has probably been the burning 
issue of wage policy in the fully employed economy. Three significant books 
have recently appeared on this topic, none of them wholly satisfactory. In 
Social Foundations of Wage Policy, Professor Barbara Wootton calls attention 
to the extent to which the determination of wages in Britain to-day is influenced 
by public opinion of what is “ fair ’’ and proper, and then shows how this 
assumption of ethical standards, without the accompanying assumption by 
any public body of responsibility for their implementation, has inevitably 
made the wages structure at once conservative and inflationary. Here is 
realism of a sort; but few who have faith in free market principles will be 
able to accept her conclusion that the need is for still more ‘‘ guidance ’’— 
rather than for a restoration of the criterion of economic efficiency. Professor 
R. G. Hawtrey, in his Cross Purposes in Wage Policy, comes nearer to the 
trend of current liberal opinion in emphasizing the importance of a firm 
monetary policy if wage stability is to be achieved at a time of full employ- 
ment; but his analysis in turn underplays the significance of trade union 
policies and other economic “‘ imperfections ’’ in the labour market, and is 
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marred besides by periodic digressions—including the inevitable glance at 
that favourite hobby horse, the under-valuation of sterling in 1949. Perhaps 
the best of this year’s books on wages is K. W. Rothschild’s The Theory of 
Wages, an uncomplicated exposition, with no axe to grind, of the modifications 
that need to be made in the traditional theory in modern conditions and in 
the light of advances in theories of employment and of imperfect competition. 

The most interesting—but certainly not the most easily readable—study 
of the réle of social, institutional and other non-economic forces in the modern 
economy is probably Professor Michael Fogarty’s Economic Control. This 
makes a new and original approach to the question of how far, and where, the 
sanction of economic competition is still predominant. The Twentieth Century 
Capitalist Revolution, by Adolf A. Berle, in contrast, disappoints the expecta- 
tions aroused by its title: it does little more than appraise the large cor- 
poration “‘ as a social and political institution rather than a business device’. 

In the field of banking practice and banking law, three books stand out 
amongst the customary plethora of new works and revisions: a new edition, 
the 21st, of Byles on Bills of Exchange, edited for the first time by Maurice 
Megrah; a new volume of Legal Decisions Affecting Bankers, covering cases 
from 1937 to 1946; and a much needed History of Negotiable Instruments in 
English Law, by J. M. Holden. All three have been discussed in THE BANKER 
at length.* Many readers of Dr. Holden’s comprehensive research work, 
which carries its story fully up to date, will welcome the subsequent Law of 
Negotiable Instruments in South Africa, by Dennis Cowan. This affords an 
interesting comparison with English law: in particular the English banker 
may note with envy that the terrors of Section 82 are not paralleled in South 
African law. On the level designed chiefly for the student, there has been a 
further notable book from Mr. A. F. Fergus, on Practical Branch Lending; 
and a symposium of articles by L. C. Mather entitled The Lending Banker. 
On taxation, there have been the appropriate new editions of the familiar 
Staples Key to Income Tax and Surtax and of a Taxation Manual. The foreign 
exchanges have been represented by a new edition of A Manual of Foreign 
Exchange, by H. E. Evitt; notwithstanding its radical revision and additions, 
this book still bears the mark of its pre-war origin. 

The student of general economics has this year seen new editions of three 
of his most widely used textbooks. Frederic Benham’s Economics has been 
very largely rewritten, and now embraces most of the changes in emphasis 
and in economic theory that have evolved since the late ‘thirties: comparison 
with its first edition of 1938 indeed affords a quick view of the long road 
that the subject has travelled since then. The two American textbooks in 
wide use in Britain—Samuelson’s Economics, sumptuously produced and 
frighteningly comprehensive, and Boulding’s Economic Analysis, which adheres 
to the narrower and more rigorous traditional approach—have in contrast 
been subjected to only minor change. Owners of American textbooks must 
be becoming as aggrieved as owners of American cars at the effect that their 
manufacturers’ policy of a new model every year has on the second-hand 
market. But a welcome and genuinely new textbook has also come from 
across the Atlantic this year, Introduction to International Trade and Finance, 
by Lorie Tarshis. Two criticisms, however, should be made: its discussion of 








* See ‘‘ Cheques and the Like: Three Books for Bankers "’ in the August issue. 











the international economic institutions is too slight ; and, unhappily in company 
with the greater part of the mammoth tribe of textbook nowadays, it offers 
too few references—and no bibliography. 

Many English students and general readers in economics still resist the 
transatlantic trend towards completeness and bulk. For these, Professor 
Pigou’s collection of lectures under the title of Income Revisited comprises an 
excellent introduction to both economic policy and practice. For the harassed 
examinee—but only for him—a “‘ crammer ”’ more useful than most has been 
compiled by Leo T. Little, entitled Handbook for Economic Students and 
presented in “ notebook ” and graphic form. Another textbook that can be 
recommended only with reserve is G. D. H. Cole’s revision of his Money, 
Trade and Investment: this book may perhaps best be used by the student 
who is prepared to keep his critical faculties on guard against its unorthodox 
approach to most aspects of economic theory and policy. 

In the field of economic history, by far the most significant work of the 
year is An Economic History of England : the Eighteenth Century, by T. S. 
Ashton, the editor of a projected series of five volumes from the early Middle 
Ages to the present day. Professor Ashton has performed a praiseworthy 

ask in blending considerable research with a revealing use of modern economic 

analysis in interpretation of this little-studied and often misrepresented key 
period in the creation of modern industrial England. He confesses, moreover, 
to the use throughout the book of only one “‘ism”’, and that baptism. 
A wider and necessarily less original new work is a Concise Economic History 
of Britain from 1750 to Recent Times, by Professor W. H. B. Court, intended 
as an “‘independent sequel’ to the concise history of the late Sir John 
Clapham. In the more specialized fields, the appearance of an English edition 
of An Economic History of Sweden by the late Eli Heckscher, the celebrated 
Swedish economist, fills an important gap—though it is a pity that the trans- 
lation falls far short of the standard of the material. Finally, there is a 
gargantuan statistical Study of Savings 1n the United States, produced by a 
team headed by Raymond Goldsmith. This major work of research defies 
hurried assessment: its “‘ appendix to the introduction ”’ alone comprises a 
cool 860 pages of tables and notes. 

The year’s biographical and autobiographical studies in the economic 
sphere have on the whole been unimpressive. The most interesting, though 
to many perhaps also infuriating, is probably My First Seventy-six Years, by 
the “‘durable’’ (the adjective is Professor Galbraith’s) Dr. Hjalmar Schacht.* 
The new assessment of Keynes by Professor Seymour Harris is slipshod in 
approach and adds little to previous interpretations of either the man or the 
theory; whilst the biography of Lord Nuffield by P. W. S. Andrews and 
Elizabeth Brunner achieves the remarkable result of leaving the reader with 
no clue of either the personal secret of William Morris, or of the major turning 
points in the progress of his fascinating enterprise. 

Two useful books have appeared on the mechanism of public administra- 
tion, which to-day has so large an impact on every aspect of industry and 
finance. The most notable is Government by Committee, by Professor K. C. 
Wheare. This makes a painstaking analysis of the functions and powers of 
the seven hundred committees that play so integral a part in both central 














* Discussed in a review article in the September issue of THE BANKER. 
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and local government in Britain. The Civil Service in Great Britain, by G. A. 
Campbell, gives a broad survey that will appeal to the general reader. Of 
more particular interest to economists are The Place of the Economist in 
Government, by Sir Robert Hall, and The Réle of the Economist as Official 
Adviser, by W. A. Johr and H. W. Singer, a translation of a German study 
with a useful introduction by Professor E. A. G. Robinson. 

The flow of compendious volumes summarizing or reporting proceedings at 
economic and financial seminars and conferences has been especially large in 
the past year. Some of these publications suffer from the customary draw- 
back of having appeared two, three or even four years after the events they 
report. The most readable is perhaps Trade, Aid or What ?, a commendably 
concise report of a 1953 conference at the Merrill centre in the United States 
on the major strands of international economic policy. he Business Cycle in 
the Post-War World, recording the proceedings of a conference of the Inter- 
national Economic Association held in Oxford in 1952, still retains some 
academic interest—and besides, a delightful verse on “ The Non-Econo- 
metrician’s Lament’”’ by Sir DenniS Robertson. The fourth collection of 
papers presented at an international conference for research on Income and 
Wealth reaches high into the upper reaches of theory—with the exception of 


a valuable paper by Irving Kravis and Milton Gilbert (of the O.E.E.C.) on 


‘Empirical Problems in International Comparisons of National Product ’ 
Of far greater interest to bankers as such is the collection of papers presented 
at the seventh international banking summer school at Granada in 1954—an 
informative series under the rather clumsy title of The Post-War Functioning 
of Banking: Return to Normal? This series opens with another characteristic 
and penetrating contribution from Sir Dennis, on convertibility, and includes 
detailed reviews of the banking structure in Spain, of post-war monetary 
policy in Britain, and of a number of general problems of international banking. 
For those who have the time and the patience to plough into it, the series 
reporting the proceedings at the Rome Credit Conference of 1951, completed 
at last this year by the appearance of the fifth volume, contains a mine of 
useful descriptive and analytical material on diverse national banking struc- 
tures and credit policies. 

Three other collections of papers or essays are worthy of brief note: Uncer- 
tainty in Economics, a further series on a favourite theme by Professor G. L. S 
Shackle; Input-Output Analysis: An Appraisal, by a number of perma 
economists, including Professor Wassily Leontief, who pioneered the way 
this increasingly important but intrinsically rather difficult field of diatien 
of economic theory to practical problems; and On Economic Theory and 
Socialism, a somewhat dated collection by Maurice Dobb. 

Finally, reference should be made to two books of quality that may appeal 
to the more general interest of readers. Bankers have especial reason to 
value Sir Oliver Franks’s appraisal in Britain and the Tide of World Affairs, 
reproducing the Reith lectures for 1954. The printed version loses nothing of 
the original clarity and evident authority. On a still wider front, Walter 
Lippmann’s The Public Philosophy presents in the author’s distinctively 
incisive style a concise round-up of some of the fears—and hopes—of a liberal 
in this age of mass democracy. All in all, the year in economic and financial 
literature has been an unusually productive one, and in more than the 


physical sense. 
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American Review 


MMEDIATE debate on the question of whether the Federal Reserve Board was 
[ abou: to reverse its recent policy of restraint was stilled in mid-November when 

the re-discount rate in leading reserve centres was raised from 2} per cent. to 
24 per cent., the fourth increase since April. The earlier advocacy of a return 
to easier credit conditions was based largely on the view that the President’s 
illness had checked earlier optimism to a point where consumer spending and 
borrowing might be less exuberant and where industry might readjust its plans 
for capital expansion. Early in November, the chairman of J. P. Morgan was 
calling upon the Federal Reserve Board to “avoid shock treatment ’”’ and 
declaring that money was then “ dear enough and tight enough ”’. 

Certain official voices and actions were also held to support this view. Spokes- 
men for official housing agencies were expressing caution on the outlook for 
residential construction and asserting that the Administration would move 
rapidly to avoid any undue setback in that sector; and the Reserve Board itself 
seemed a little uncertain of its next step. When the Treasury bill rate rose 
above the earlier re-discount rate of 2} per cent. in October, it was generally 
expected that the official rate would rise in adjustment. Yet in the event the 
Reserve Board undertook open market operations to ease the supply of funds 
sufficiently to bring the Treasury bill rate back to near 2 per cent. By early 
November, however, this rate again stood at close to 2} per cent. The seasonal 
expansion of commercial and industrial loans of reporting member banks was still 
proceeding apace; the new peak level of $25,300 millions reached early last month 
was $4,200 millions above the level reached a year before, and, despite more 
rigid scrutiny, member bank borrowings from the Reserve System had gone well 
above $1,000 millions. The banks’ “ free reserve”’ balances (the difference 
between these borrowings by some member banks and the excess reserves above 
legal requirements held by others) were negative to the extent of $600 millions. 
Hence the latest reassertion of restraint. 

This was induced, too, by the accumulating evidence that the boom is still 
vigorous and optimism widespread. Assessments of consumer demand were 
buoyant, and were reinforced by figures showing a further increase in instalment 
credit in September of $544 millions, to $26,700 millions. Total consumer credit 
at $34,293 millions was no less than $5,347 millions up on the year. 

Perhaps the most impressive indication of industry’s confidence in the con- 
tinuation of the boom was a survey made by the McGraw-Hill Publishing Company 
estimating a rise of 13 per cent. in 1956 in industry’s expenditures on plant and 
equipment. Among vast projects now in prospect the most spectacular are for 
expenditures by Standard Oil of $1,200 millions in 1956 alone, and by Chrysler 
for $1,000 millions over the next five years. No less confidence in the near term 
prospect has been shown by spokesmen of the Administration. The Secretary of 
Commerce has declared that the first half of the new year will see business 
activity at levels considerably higher than in 1955, and construction reaching new 
peaks. A joint survey by the Departments of Commerce and Labour has gone 
further towards removing earlier fears about the trend of residential and other 
construction. September’s annual rate for new housing starts at 1,230,000 was 
some way below the 1955 monthly average to date of 1,330,000, and preliminary 
figures for October suggest a fall of 5 per cent. in all construction awards. The 
official estimate is that total construction will rise next year by as much as 
5 per cent. from the 1955 record of $42,000 millions, partly as a result of higher 
programmes by public agencies. 
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Yet another factor that has served to inspire confidence in the general outlook 
is the plan now in progress for the sale of Ford motor stock to the general public, 
and the relinquishment by the Ford family of 60 per cent. of voting power. This 
will involve the public issue of nearly seven million shares of Ford stock early in 
January and the disclosure to the public of full details of earnings and assets, 
which have so far been the exclusive preserve of the Ford family. The total 
value of the sales, to be made from the holdings of the Ford Foundation, is 
expected to reach some $450 millions. This gigantic operation, which will absorb 
sums considerably in excess of current accruals from large institutional stock 
buyers, is already assured of an outstanding’ success. 

It has, moreover, been welcomed as evidence of high confidence in the motor 
industry. The Ford Company intimated, when it introduced its plan for a public 
offer last month, that its earnings for the nine months to September last would 
be greater than those for any previous calendar year. It is an astonishing fact 
that total stocks of new cars have recently been reduced to the lowest level for 
1955, despite the unprecedented level of production, approaching the eight million 
mark for 1955 as a whole. 


American Economic Indicators 
1955 





1952 1953 1954 
July Aug. Sept. Oct. 


Production and Business: 


Industrial production (1947-49 = 100) 124 134 125 140 140 141 142 
Gross private investment (billion $).. 40.6 . $8.4 . 47.2 — -_— 60.7 60.3 
New plant and equipment (billion $).. 26.5 28.4 26.7 -— — 29.0 29.7 
Construction (billion $) 4 és $3.0 ° 95.9% S20: 400): 960.80 ( 26 ee 
Business sales (billion $) - c« 0: eet. C7 . 444 2.8 53.3 — 
Business stocks (billion $) bis is 760.7 80.3 hg: 9 79. 2 79. 6 79.9 — 
Merchandise exports (million $) is £285 Sete ,250 ,267 ,427 61,248 = 
Merchandise imports (million $) - 893 gob 851 885 "959 953 — 
Employment and Wages: 
Non-farm employment (million) . Se? 26.0": 24.9 . 3953 E ben 6.90 . 37.3 
Unemployment (’o00s) .. 3,008? 1,600? 2290. 4art 32589 41 2850 
Unemployment as % labour force is a 2g 2.9 3.3 3.2 $2 
Hourly earnings (mfg.) ($)  .. ba oy 8.97 SR a ea Re. 2a 
Weekly earnings (mfg.) ($)  .. .. 67.97: 71.69 71.86 76.36 76.33 77.90 78.69 
Prices: 
Moody commodity (1931 100) a a _ pel 402 405 409 402 
Farm products (1947-49 =100) .. 107.0 97.0 905.6 &.§ 88.3 56.3: %.7 
Industrial (1947-49 =100) Sd ~. 2332.2 ‘334.0 284.5 326.5 2387.4 1156.4 399,60 
Consumers’ index (1947-49=100) .. 113.5 114.4 114.8 114.7 114.5 114.9 — 
Credit and Finance: 
Bank loans (billion $) .. ‘ 7 64.2 67:6 90:6: 96,7... 2903:.. 2814 --- 
Bank investments (billion $) . - 27.5 78.2 83.3 -90.2. 70<3. 79.9 — 
Bank loans (weekly) (billion $) ‘in 3.4 23.4. 22.5. 23.2 Oe. Bees. 268 
Consumer credit (billion) 4 54 s.5° 2.5 “st By Be - 35 -- 
Treasury bill rate (°%) ba we 77° 2.03 «6.6 68S Ee. Re 2106 
U.S. Govt. Bonds rate (%) .. .. 2-68). .9.86: 2:90. 328. 3-40 gee. -2.66 
Money supply (billion $) aa .. 194.8 200.9 209.7 208.2 208.6 209.7 = 


Federal cash budget (++ or —) (mill. $) —1,641 -6,153 -—1I,060 —3,258 = --= — 


Notes.—Latest figures are preliminary or estimated. Yearly figures are given for private 
investment and equipment for 1952-54 and then quarterly figures at annual rates. Construc- 
tion figures show monthly averages 1952-54. Business sales and stocks, money supply, bank 
loans and consumer credit show amounts outstanding at the end of the period. Moody’s com- 
modity index shows high and low 1952-54, and end-month levels. Weekly bank loans are derived 
from partial returns only. Budget figures are cash totals 1952-54 and then quarterly. 

* Old basis, fT Old series, 
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International Banking Review* 


Argentina 
HE provisional Government that was set up under General Lonardi after 
the removal of President Peron from power in early September has been 
reconstituted under General Aramburu, former chief of the Army -General 
Staff. It has been stated that the new political upheaval will not be followed 
by any change in economic policy. The major reforms undertaken by the 
Lonardi administration are discussed in an article on page 358. 


Australia 


The Commonwealth Bank’s overseas balances rose by fAro millions in the 
first week of November, to £A304 millions. This was their first perceptible 
increase since mid-1954; since then they have fallen by {A240 millions. 

The annual report of the Tariff Board urges the formation of economic policies 
that will reduce the cost of exports and increase their variety and volume. The 
report criticizes the use of direct import restrictions, but rejects suggestions that 
more use should be made of tariffs as an alternative regulator. It is argued that 
the sustained use of import restrictions would, by curbing foreign competition, 
lead to the creation of uneconomic industries in Australia, which would add to the 
strain on resources of manpower and materials. The only sure way of disposing 
of the country’s payments problem was to raise exports to a level high enough 
to enable the economy to function without import restrictions. 

A survey of post-war capital development made by the Department of National 
Development shows that about one-third in value of the manufacturing projects 
started in Australia since the end of the war has been undertaken by companies 
wholly or partly owned abroad. 

The Minister of Commerce, Mr. McEwen, has declared that Australia must 
raise its export earnings by {A170 millions a year during the next five years if 
the country is not to suffer a fail in living standards. 

The Government has launched a new internal loan for {A30 millions. It is 
being raised in 3 per cent. one-year bonds and in 44 per cent. 10-15 year bonds. 


Austria 


The Bank rate was raised from 44 to 5 per cent. on November 17; this follows 
the increase from 3} per cent. made in May. Further, all banks and other credit 
institutions are henceforward required to keep 5 per cent. of their deposits at the 
National Bank. The Association of Austrian Banks, under an agreement con- 
cluded with the Ministry of Finance, undertakes to ask for repayment of credits 
granted in excess of a stipulated limit and to reduce all other overdrafts by ro per 
cent. within three months. 

The banking and credit structure has been fundamentally reformed by a series 
of new laws. One new Act gives a new constitution to the Austrian central bank 
in place of the temporary constitution under which it has been operating since 
it was re-established after the war. The new arrangements lay down that half 
the bank’s capital shall be owned by the State, while the other half shall be held 
by persons and undertakings nominated by the Government to give representation 
on the bank’s management to employers’ and workers’ organizations. The 
affairs of the bank are to be managed by a board of fourteen members, of whom 





* News of United States banking appears in ‘‘ American Review ”’ (page 380). Brief editorial 
discussion of particular items of international banking news appears in ‘‘ A Banker’s Diary” 


(pages 333-338 in this issue). 
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eight, including the chairman and two vice-chairmen, will be nominated by the 
Government and the remaining six by the private shareholders. 

A second measure, the Bank Reconstruction Act, disposes of certain technical 
financial problems of the commercial banks deriving from the war and permits 
reconstruction of capital. A third measure provides for similar capital recon- 
struction in the case of the country’s insurance companies. 


Brazil 

The multilateral payments arrangements covering Brazil's trade with the 
sterling area, Western Germany and the Netherlands have been extended to 
include Belgium and Luxembourg. 

Brazil has informed the contracting parties to the General Agreement on 
Tariffs and Trade that its new increased ad valorem customs duties should not 
affect the volume of its foreign trade. The purpose of the modification was to 
secure a more rational protection of developing domestic industries—at present 
provided for, anomalously, by exchange rate policy. 


Canada 


The Canadian dollar, which fluctuates freely on the exchange markets, has 
weakened further. Late in October it was quoted at times without any premium 
against the U.S. dollar, for the first time since 1952. The downward trend of the 
Canadian dollar, first marked early this year, has been attributed in part to the 
slowing-down of the capital inflow from the United States, following the upward 
movement in U.S. money rates and the tightening cf credit conditions. 

Another factor that is said to have caused pressure on the Canadian dollar is 
the repatriation of Canadian bonds through official purchases in the New York 
market. It has also been suggested that the dominion Government has been 
following an exchange market policy specifically designed to 1estore the Canadian 
dollar to parity, in order to stimulate exports to United States markets and to 
discourage imports of U.S. goods. Until recently, the Canadian authcrities were 
following a strictly neutral policy in their exchange market operations, but it is 
considered possible that there was a change of approach after the present Finance 
Minister, Mr. Harris, took office at the end of 1954. 

A Bank of Canada survey shows that outstanding hire-purchase credit 
amounted to Can. $2,098 millions in mid-1955, compared with Can. $1,890 
millions a year before. vie 

A Royal Commission has been appointed to carry out an investigation into the 
country’s economic future. Members of the Commission are holding sittings to 
hear evidence in various parts of the country. 


Central African Federation 


The Government of the Federation of Rhodesia and Nyasaland has made an 
issue on the London market of {10 millions of 5 per cent. stock, 1975-80, at 
f99 10s. Owing to a sharp fall in gilt-edged prices immediately before the lists 
were due to open, the loan attracted little public support, and 86 per cent. of the 
issue had to be taken up by the underwriters. The loan is to be used for financing 
capital development in the federation in transport, housing, agriculture, forestry 
and water supply. The Kariba Gorge hydro-electric scheme will, however, be 
the subject of separate financial arrangements. 


Egypt 
A British firm has been formally appointed to act as consulting engineers for 
the erection of the proposed High Dam on the Nile, estimated to cost a total of 
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£210 millions sterling. But no decision has been taken regarding the placing of 
the main contracts for the work. The Soviet Government is stated to have 
offered to provide a substantial part of the equipment on credit terms, and talks 
have long been proceeding with the World Bank. 

Import restrictions on motor cars, refrigerators, radio sets and other luxury 
items are being tightened up to conserve foreign exchange. Egypt’s balance of 
payments has deteriorated since the beginning of 1955, mainly as a result of the 
decline in the world demand for cotton. 


France 


The Minister of Finance, M. Pflimlin, has declared that the only shadow over 
French finances at the present time is the mounting burden imposed on the 
budget by military operations in North Africa. If this continued it would be 
necessary to demand sacrifices from taxpayers. The Minister pointed out that 
the country’s short-term external debt has fallen in the past year from the 
equivalent of $378 millions to $290 millions. Yet the gold reserve has nearly 


doubled, to $1,900 millions. 
Germany 


An outline of the budget plans for 1956 given by the Finance Minister, Herr 
Schaeffer, provides for tax concessions to the value of DM.700 millions, mainly 
in the form of relief on earned income and turnover taxes. 

Five more German banks have announced plans for increases in capital. The 
three banks in the Dresdner group are raising their capital by a third, to DM.124 
millions; the Bankverein, the largest unit in the Commerz-Bank group, is increasing 
its capital by a half to DM.60 millions; and the Bayerische Hypotheken und 
Wechselbank is making an increase of a half, to DM.60 millions. Most of the 
major German banks have now strengthened their capital resources in adjustment 
to the sharp expansion in business that has taken place in recent years. 

The Ministry of Economic Affairs has drafted a Bill to bring about the liqui- 
dation of the former German central bank, the Deutsche Golddiskontbank. About 
85 per cent. of the capital of the bank is held by representatives of the Reichsbank. 

Investments made abroad by companies since 1952 are shown by a recent 
survey to have amounted to about DM.700 millions ({59 millions). About 80 per 
cent. of these outlays was made to acquire interests in independent foreign enter- 
prises, and most of the balance used to set up branches of German firms. The 
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pace of these investments is stated to have been speeded up materially since the 


beginning of 1955. 
India 


The Finance Minister, Sir Chintaman Deshmukh, has revealed that he has 
had talks with financial circles in London and Switzerland about the possibility 
of raising a foreign loan to help the financing of the Government’s second five-year 
plan, due to come into operation early in 1956. 

It has been reported that plans are being worked out for the establishment 
of an Indian reinsurance corporation to reduce the country’s present dependence 
for reinsurance facilities on foreign concerns. 


Iran 


A report issued to mark the first anniversary of the agreement between the 
Iranian Government, the National Iranian Oil Company and the International Oil 
Consortium declares that Iran is already deriving more exchange from oil than 
from all other exports together. In the year to March 31, 1956, the total gross 
foreign income earned by the oil industry is expected to be approximately {£53 
millions, after including {18 millions brought into the country in foreign exchange 
to meet operating expenses. The earnings are expected to rise to {£85 millions 
by the year to end-March, 1958. 

The announcement by the Iranian central bank in the first half of October 
that no new letters of credit could be opened in respect of imports from countries 
with which Iran has no clearing agreement has now been modified. But it has 
been indicated that foreign exchange for imports may be released less readily in 
future than it has been in recent months. 


Iraq 

A new agreement concluded between the Iraq National Bank and the United 
Kingdom Government grants Iraq the right to purchase {5 millions in gold against 
sterling from the Bank of England— {3 millions during the next twelve months 
and {2 millions in the following year. Iraq’s international reserve has hitherto 
consisted almost entirely of sterling. The U.K. authorities have also agreed to 
place at Iraq’s disposal, when it is required, $2 millions to cover the Iraqi sub- 
scription to the capital of the International Monetary Fund. 


Japan 

The balance of payments has continued to improve. In the first ten months 
of 1955 there was a surplus equivalent to $384 millions, compared with a deficit 
of $29 millions in the corresponding period of 1954. The surplus for 1955 as a 
whole is estimated by the Bank of Japan at $500 millions; this would raise external 
reserves to $1,500 millions. 

The World Bank has made a loan of U.S. $5.3 millions to the Japan Develop- 
ment Bank. The money is to be used to provide backing for a credit to be made 
to the Yawata Iron and Steel Company to help finance the erection of a modern 
steel plate mill. 

The stringency in the money market has abated in recent months. The call 
money rate has dropped from nearly g per cent. to about 6 per cent., and banks 
have found it less necessary to seek assistance from the central bank at the penal 


rate, raised in August from 5.84 to 7.33 per cent. 
Libya 
It has been announced that steps are being taken to set up a central bank. 


Plans are also being prepared for the establishment of a bank with the special 
task of financing the expansion of agriculture. 
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Malaya 


The Federation and Singapore Governments have started talks with financial 
interests on proposals to establish a Pan-Malayan Industrial Development Bank. 
It has been indicated that the main function of the institution would be to provide 
financial backing for industrial expansion by private enterprise. 


Netherlands 


A temporary ban on all new foreign issues has been announced by the central 
bank. This follows the strong pressure on Amsterdam that has resulted from 
its maintenance of interest rates substantially below those in most Western centres. 

The Amsterdamsche Bank has also announced the issue to a total of F1.25 
millions of seven-year deposit bonds, at 3 per cent. This innovation in Dutch 
commercial banking is stated to have been prompted by the need of the banks 
for long-term funds. 


Norway 


The Government is taking further steps to curb inflation and to ensure an 
adequate flow of investment funds into Government securities. Three principal 
measures have been outlined by the Minister of Finance. The first is a law com- 
pelling the commercial banks to hold reserves with the central bank in respect of 
balances in savings deposits as well as on current accounts. The second law is 
designed to force insurance companies to invest a stipulated proportion of their 
resources in Government stocks, either by direct purchase from the Government 
or through transactions in the open market. The third measure comprises an 
offer to savings banks to convert State and State-guaranteed loans now yielding 
24 per cent. into a new ten-year stock giving a return of 34 per cent. 

The Minister asserted that it was the Government’s intention to avoid any 
further increase in the official discount rate. The rate was raised from 2} to 34 
per cent. in February, in the first adjustment since the end of the war. 


Pakistan 

The Government has introduced an export promotion scheme as part of a 
wider drive to strengthen the country’s external payments. Exporters will in 
future be entitled to obtain import licences equal to a stipulated proportion of the 
value of their foreign exchange earnings, The proportion will be 15 per cent. in 
the case of primary products and 25 per cent. in the case of manufactured goods. 
The Government is also granting a rebate of import duty on raw materials used 
in the manufacture of goods exported. 
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South Africa 


A new company named Union Acceptances has been established by local 
financial interests to act as an accepting and issuing house. Credits will be granted, 
bills of exchange accepted and arrangements made for the discounting of bills. 
New issues will be underwritten. The new venture has a capital of {1 million, 
of which £500,000 has been called up. 

In a survey of the Union’s economy, the Finance Minister, Mr. Louw, admitted 
that external reserves had fallen more rapidly in 1955 than had been expected ; 
but he asserted that the Government had no cause for undue concern. The trade 
balance was improving, and a further boost to the reserves should be provided 
by the rising trend of gold and uranium production, and by a new foreign loan 
in process of negotiation. 

The Minister of Economic Affairs, Dr. van Rhijn, has stated that, in view of 
the fall in the reserves, import controls could not now be finally removed before 
1957. Some relaxation, however, might be made in the meantime. 

The Government is to tighten hire-purchase restrictions on dealings in cars 
from the beginning of February, 1950. 


Syria 

An agreement concluded between the Bank of Syria and Lebanon and the 
Syrian Government terminates the bank’s privileges as a bank of issue in Syria. 
The function is being transferred to the new Central Bank of Syria, which is 
wholly owned by the Government, and will not participate in ordinary banking 
business. The Bank of Syria and Lebanon was constituted as a bank of issue in 
1920. Its privileges in this field were not due to expire until 1967 and, in exchange 
for its undertaking to forego them now, it has been indemnified to the extent of 
Syrian {3.5 millions. 


Publications Received 





Academic Works 


The Theory of Economic Growth. By W. Arthur Lewis. George Allen & Unwin, 30s. 

Economic Control. By M. P. Fogarty. Routledge & Kegan Paul, 21s. 

The Theory of Wages. By K. W. Rothschild. Basil Blackwell, 18s. 

The Business Cycle in the Post-War World. Edited by E. Lundberg. Macmillan, 30s. 

Income and Wealth, Series IV. Edited by M. Gilbert and R. Stone. Bowes & Bowes, 42s. 

Input-Output Analysis: An Appraisal.- Conference on Research in Income and Wealth. 
Princeton University Press, $7.50. 

Uncertainty in Economics. By G. L. S. Shackle. Cambridge University Press, 25s. 

On Economic Theory and Socialism. By M. Dobb. Routledge & Kegan Paul, 21s. 

The Economics of Location. By A. Loesch. Geoffrey Cumberlege, 60s. 


Economic Textbooks and Primers 


Economics. By F. Benham. Fifth edition. Pitman, 18s. 

Economics. By P. A. Samuelson. Third edition. McGraw Hill, 41s. 

Economic Analysis. Third edition. By K. E. Boulding. Hamish Hamilton, 35s. 
Introduction to International Trade and Finance. By L. Tarshis. Chapman & Hall, 48s. 
A Handbook for Economics Students. -By L. T. Little. Jordan, 7s. 6d. 

Income Revisited. By A.C. Pigou. Macmillan, 6s. 

Money, Trade and Investment. By G. D. H. Cole. Cassell, 25s. 

Introduction to Economics. By W. Birmingham. Penguin Books, 2s. 

Economics of Industrial Organisation. Third edition. By A. Beacham. Pitman, 16s. 


Practical and Statistical Studies of Current Problems 
(i) Monetary 
The London Capital Market. By N. Macrae. Staples, 25s. 
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Government Finance and Fiscal Policy in Post-War Britain. By A. R. Ilersic. Staples 
Press, 25S. 

Principles of Public kinance. Fourth edition. By Hugh Dalton. Routledge & Kegan 
Paul, tos. 6d. | ) 

Banking Systems. Edited by B. H. Beckhart. Columbia University Press, $13.50. 

The Post-War Functioning of Banking: Return to Normal? 7th International Summer 
School. Consejo Superior Bancario. 

Papers and Proceedings of the First International Credit Conference. Vol. V. 
Bancaria Italiana, $4.00. 

The Art of Investment. By A.G. Ellinger. Bowes & Bowes, 15s. 

Making Money on the Stock Exchange. By Charles Gifford and J. A. Stevens. Macgibbon 
& Kee, 15s. 

Trend and Progress of Banking in India During the Year 1954. - Reserve Bank of India, 6s. 

Individuals’ Saving: Volume and Composition. By I. Friend. John Wylie, 40s. 


Associazone 


(ii) Other Studies 


The Social Foundations of Wage Policy. By Barbara Wootton. Allen & Unwin, 15s. 

Cross Purposes in Wage Policy. By R. G. Hawtrey. Longmans, 7s. 6d. 

Trade, Aid, or What? By W. L. Thorp. John Hopkins Press; and Geotfrey Cumber- 

lege, 36s. 

Government by Committee. By K.C. Wheare. Geoffrey Cumberiege, 25s. 

The Civil Service in Britain. By G. A. Campbell. Pelican Books, 3s. 6d. 

Government in Economic Life. By S. Fabricant. National Bureau of Economic Research, 
The Place of the Economist in Government. By Sir Robert Hall. Extract from Oxford 


Economic Papers, Vol. 7, No. 2. 

The Réle of the Economist as Official Adviser. By W. A. Johr and H. W. Singer. Allen & 
Unwin, 15s. 

The Twentieth Century Capitalist Revolution. By A. A. Berle. Macmillan, 8s. 6d. 


National Income and Social Accounting. By H.C. Edey and A. T. Peacock. Hutchinson’s 


University Library, 8s. 6d. 

The Industrialisation of Backward Areas. 
-Blackwell, 15s. 

Productivity Measurement. Vol. 1: Concepts. O.E.E.C., 7s. 

Minimum Price Fixing in the Bituminous Coal Industry. By W. E. Fisher and C. M. James. 
Princeton University Press, $10.00. 

The Road to Abundance. By J. Rosin and M. Eastman. Rider & Co., 12s. 6d. 

Better Employment Relations and Other Essays in Labour. By O. de R. Foenander. The 
Law Book Co. of Australasia, 30s. 

Australian State Public Finance. By W. J. Campbell. Law Book Co. of Australasia. 50s. 

Short-Term Economic Forecasting: Studies in Income and Wealth. Vol. 17. Princeton 


University Press, $7.50. 


second edition. By K. Mandelbaum. Basil 


Historical 


The Great Crash, 1929. By J. K. Galbraith. Hamish Hamilton, 12s. 6d. 

The Mechanism of Cheap Money, 1931-39. By E. Nevin. University of Wales Press, 25s. 

The Great Inflation, 1939-51. By A. J. Brown. Oxford University Press, 30s. 

An Economic History of England: The Eighteenth Century. By T.S. Ashton. Methuen, rs. 

A Concise Economic History of Britain from 1750 to Recent Times. By W. H. B. Court. 
Cambridge University Press, 21s. 

An Economic History of Sweden. By E. ¥F. Heckscher. Harvard University Press; and 
Geoffrey Cumberlege, 40s. 

My First Seventy-six Years. By H. Schacht. Allan Wingate, 25s. 

John Maynard Keynes. By S. Harris. Scribners, 15s. 

The Life of Lord Nuffield. By P. W.S. Andrews and Elizabeth Brunner. Basil Blackwell, 
25S. 

A Study of Saving in the United States, 1897-1949. Vols. land II. By R. W. Goldsmith. 
Princeton University Press, $30 or £12. 

A History of Economic Thought. By E. Roll. Faber & Faber, 30s. 

A la Recherche du Franc Perdu—z. Stagnation de la Production. By Divisia, Dupin & Roy. 
Société d’Editions ‘“‘ Hommes et Mondes ’’. 

A History of Industrial Life Assurance. By D. Morrah. 

Germany, 1945-54. Boas International Publishing Co. 

Hoare’s Bank: A Record. By H, P. R. Hoare. Collins, 42s. 

Norges Banks Historie. By N. Rygg. Emil Moestve A.S. Oslo. 

Die Bayerische Staatsbank von 1780 bis 1955. 


Leu & Co., 1755-1955. By G. Soloveytchik. 
The Irish Pound. Reprint of Report of 1804 Committee of House of Commons on Condition 
of the Irish Currency, with selections from minutes of evidence. Introduction by 


I’. W. Fetter. Allen & Unwin, 16s. 


Allen & Unwin, 15s. 
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Law and Practice 

A Manual of Foreign Exchange. By H. E. Evitt. Fourth edition. Pitman, 16s. ! 

Byles on Bills of Exchange. Twenty-first edition. By M. Megrah. Sweet & Maxwell, 63s. 

Legal Decisions Affecting Bankers. Vol. V: 1937-46. Edited by M. Megrah. Institute of 
Bankers. Members, 1os.; non-members, 17s. 6d. 

The History of Negotiable Instruments in E nglish Law. By J. M. Holden. University of 
London Press, 42s. 

The Law of Negotiable Instruments in South Africa. By D. V. Cowen. Juta, 72s. 6d. 

Practical Branch Bank Lending. By A. F. Fergus. Europa Publications, 18s. 

The Lending Banker. By L. C. Mather. Waterlow, 8s. 6d. 

Le €védit d Moyen Terme. By Philippe Simon and Léon Paves. Presses Universitaires de 
France, Paris, Fr.600. 

Credits and Collections in Theory and Practice. Sixth edition. By T. N. Beckman and 
R. Bartels. McGraw Hill, 49s. 

“Taxation” Key to Income Tax and Surtax. 1955-56 Finance Act Edition. Edited by 
R. Staples. Taxation Publishing Company, Ios. 

‘‘ Taxation’’ Manual. Edited by Ronald Staples. Taxation Publishing Company, 25s. 

Estate Duty on Settled Property and Annuities. By G.C. Mason. Jordan, 30s. 

Profit Sharing in Practice and Law. By J. C. Harper. Sweet & Maxwell, 38s. 6d. 

Executorships and Trusts. By J. H. Phillips and G. E. M. Jenkins. Pitman, 4s. 

Underhill’s Law Relating to Trusts and Trustees. Tenth edition. Fifth-Cumulative Supple- 
ment. By M. M. Wells. Butterworth, 7s. 6d. 

Elements of Insurance. . By W. A. Dinsdale. Pitman, 12s. 6d. 


Miscellaneous 

Britain and the Tide of World Affairs. By O. S. Franks. Oxford University Press, 5s. 

The Public Philosophy. By W. Lippman. Hamish Hamilton, r2s. 6d. 

The Directory of Divectors, 1955. Thomas Skinner, 45s. 

Export Documentation Simplified. By L.G. Adams. Crosby Lockwood, 6s. 

Inforvmation Processing Equipment. Edited by M. P. Doss. Reinhold, New York, 70s. 

How to Live 365 Days a Year. By J. A. Schindler. A. Thomas, 2!s. 

Formula for Effective Business Leadership. By M. Kestnbaum. Committee for Economic 
Development. 

How to Study Insurance. By W. A. Dinsdale. Pitman, 4s. 6d. 

Some Economic and Social Advantages of the World Calendar. By J. A. Joyce. World 
Calendar Association. 

Five Policy Drafting and Endorsements. By E. E. Mason. Pitman, 18s. 

Munyvo’s Elementary Book-keeping. Fifteenth edition. By Andrew Munro. Pitman, os. 6d. 

Every Man’s Own Lawyer. Sixty-eighth edition. By A Barrister. Technical Press, 30s. 

Money and Credit. Vol. I. By M. E. Constantacatos. Athens. 








Appointments and Retirements 





Barclays Bank—London, Head Office: Mr. “Il. H. Clegg, from Fleet St., to be a controller of 
advances. Birmingham District: Mr. C. S. Loweth to be district manager. Aberystwyth: Mr. 
H. M. Roberts, from Caernarvon, to be manager. Bangor: Mr. J. G. Owen, from Harlech, to 
be manager. Birmingham, Northfield: Mr. K. W. S. Burnside, from New St., to be manager. 
Boscombe: Mr. T. J. Rowan, from New Milton, to be manager on retirement of Mr. A. S. Horne. 
Brighton, London Rd.: Mr. J. V. Bringeman, from Crawley, to be manager in succession to the 
late Mr. H. R. D. Badham. Caernarvon and Penygroes: Mr. L. L. Davies, from Bangor, to be 
manager. Colwyn Bay and Old Colwyn: Mr. E. L. Owen, from Rhos-on-Sea, to be manager 
on retirement of Mr. J. D. Thomas. Crawley: Mr. D. A. G. Saunders, from Brighton, to be 
manager. Didcot: Mr. A. R. Skipper, from Banbury, to be manager on retirement of Mr. F. A. 
Rose. New Milton: Mr. D. T. Dunlop, from Romsey, to be manager. MRhos-on-Sea: Mr. H. G. 
Hope, from Llandudno, to be manager. Romsey: Mr. J. H. Owen, from Ventnor, to be manager. 
Smethunchk, Cape: Mr. F. Reynolds, from Birmingham, to be manager. 

British Linen Bank—FEdinburgh, George St.: Mr. J. B. Yuill, from. Leith, to be manager on 
retirement of Mr. W. H. Taylor. Leith: Mr. W. Grant, from Central Station, Leith, to be 
manager; Central Station: Mr. E. H. Clark, from Head Office, to be manager. 

Clydesdale & North of Scotland Bank—Aberdeen, Torry: Mr. H. Morrison, from Chief Office, 
Aberdeen, to be manager on retirement of Mr. J. T. Taylor. London, Lombard St.: Mr. J. 
Kinloch to be manager on retirement of Mr. R. Eadie. 

District Bank—Cheadle ( (Staffs.) : Mr. H. C. Green, from Manchester, to be manager. Man- 
chester and Salford, Petey St.: Mr. H. L. Kenyon, from Corn Exchange, to be manager. 

Lloyds Bank—London, Head Office: Mr. L. F. Andrews, formerly manager, City office, has been 














ee or ee THE BANKER 


a eee — 








appointed a joint general manager; Mr. R. T. Fagan has retired after 43 years’ service. The 
City office comes under the joint managership of Mr. M. H. Finlinson, a deputy manager, and 
Mr. D. Smith, from Southampton. Ashford, Kent: Mr. G. Bartlett, from Cheltenham, to be 
manager. Cheltenham: Mr. A. D. Cozens, from Ashford, Kent, to be manager on retirement of 
Mr. J. S. Capell. Birmingham, Bearwood: Mr. P. W. Slaney, from Walsall, to be manager. 
Bournemouth, Penn Hill Ave.: Mr. S. S. Lockyer, from Malmesbury Park, to be manager on 
retirement of Mr. N. J. V. Moore. Llanfairfechan: Mr. O. A. Davies, from Whitchurch, Salop, 
to be manager in succession to the late Mr. G. T. Ellis. 

Martins Bank—Mr. J. F. Simpson elected to Manchester District Board and Mr. D. G. M. 
Hay to Leeds District Board. 

Midland Bank—London— Balham: Mr. C. C. Armstrong, from Norbury, to be manager on 
retirement of Mr. S. M. Jones; Eastcheap: Mr. T. J. G. Champion, from Threadneedle St., to be 
manager in succession to the late Mr. R. S. Lee; New Cross: Mr. E. C. G. Waddams, from Aldgate, 
to be manager on retirement of Mr. J. G. Maddox. Banstead: Mr. J. J. W. Breen to be manager. 
Derby, St. Peter’s St.: Mr. G. Cook, from West Bromwich, to be manager on retirement of Mr. E. 
Horton. Diss: Mr. A. H. Haynes to be manager. Easingwold: Mr. T. R. Nicholson, from 
Northallerton, to be manager in succession to the late Mr. E. F. Monkman. Eye: Mr. H. J, 
Lucas to be manager. Gainsborough: Mr. J. W. Bakewell, from Eye, to be manager on retire. 
ment of Mr. G. J. Goodman. Hinckley: Mr. G. B. Arnold, from Wisbech, to be manager- 
Malmesbury: Mr. A. R. E. Thomas, from Stroud, to be manager on retirement of Mr. L. W. 
Besly. Norbury: Mr. R. H. Davies, from Mitcham, to be manager. Ruthin: Mr. G. P. Roberts. 
from Rhyl, to be manager on retirement of Mr. G. I. Jones. 

National Provincial Bank—London—County Hall: Mr. C. H. Crockwell, from Beaconsfield, 
to be manager; Great Tower St.: Mr. K. S. Head to be manager; Lewisham: Mr. J. J. Snow, from 
Epsom, to be manager on retirement of Mr. H. E. F. Bacon; South Kensington : Mr. L. P. Beckley, 
from County Hall, to be manager on retirement of Mr. A. J. Darling. Beaconsfield: Mr. W. L. 
Thompson, from Ealing, to be manager. Hull, Beverley Rd.: Mr. J. Bryars, from Liverpool, 
to be manager on retirement of Mr. F. Willis. Pontypridd: Mr. G. C. James to be manager on 
retirement of Mr. E. L. Evans. 

Royal Bank of Canada—-Mr. M. M. Walter to be a vice-president and director; Mr. W. R. 
Mitchell to be an assistant general manager at Head Office. 

Royal Bank of Scotland—Blairgowrie: Mr. J. L. Weir, from Dundee, to be manager on retire- 
ment of Mr. C. D. Gibson. Dundee, Perth Rd.: Mr. W. Thomson, from Hilltown, to be manager. 
Glasgow, Tradeston: Mr. A. M. Hudge, from Hope St., to be manager on retirement of Mr. P. B. 
Smith. Methil: Mr. J. Simpson, from Cupar, to be manager on retirement of Mr. G. A. Johnston, 
Monifieth: Mr. W. T. Leslie, from Montrose, to be manager on retirement of Mr. T. Houston. 
North Leith: Mr. H. Affleck, from Edinburgh, to be manager on retirement of Mr. J. W. Underwood. 
Westminster Bank—London—Camden Town: Mr. J. H. Routs, from Kilburn, to be manager 
on retirement of Mr. W. C. Annis; Clapham Junction: Mr. J. Cross, from Streatham Common, 
to be manager; Croydon: Mr. S. H. Phillips to be manager; Kilburn: Mr. H. E. Norris to be 
manager; Norwood: Mr. L. A. Piercy, from Bromley, to be manager on retirement of Mr. R. F. B. 
Selley ; Streatham Common: Mr. A. Andrews, from Wandsworth Common, to be manager. High- 
bridge: Mr. A. R. Sharland, from Plymouth, to be manager. Kingswood: Mr. E. G. Wyatt, from 
Swansea, to be manager on retirement of Mr. E. J. Cheesman. Lancing: Mr. K. J. Hutchings, 
from Midhurst, to be manager on retirement of Mr. G. L. Bird. Swansea: Mr. H. G. Jenkins, 
from Notting Hill Gate, to be manager. West Southbourne: Mr. ]. Rice, from Winchester, to 
be manager on retirement of Mr. L. T. deM. Thompson. Woking: Mr. A.C. Udall, from Clapham 
Junction, to be manager on retirement of Mr. J. E. Howard. 
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Trend of “ Risk” Assets 
(Figures in italics show percentages of gross deposits) 
Actual {mns. 


Banking Statistics 


{mns, 














Change on 





1951 1954 1955 latest 
Oct Nov Oct. Oct. month 
368.5 371.0 307.3 386.4 5.4 
29.2 29.3 26.3 28.1 
310.4 425-7 513-3 459.4 7-5 
25.0 33.6 36.7 33-2 
345-2 351.1 312.9 337-3 5-0 
30.2 30.7 26.1 29.3 
279.6 371.2 438.8 394.1 + 6.6 
24.4 32.5 36 .6 34-3 
393-3 397-1 377-0 410.2 4.2 
29.6 30.1 26.7 29.7 
329.4 433.8 459.5 490.0 - 
24.9 32.8 34-7 35-4 
290.3 298.1 258.4 284.8 8.6 
35-4 37 2 30.7 35-8 
165.9 230.9 282.8 226.0 
20.2 28.8 33.6 28.4 
248.6 249.5 243-7 262.9 2.4 
31.2 3I.6 28.3 32.2 
2090.4 263.6 310.4 204.7 — 
26.3 33-4 36.2 2.4 
60.1 62.6 60.9 67.1 —- 0.4 
25.6 26.6 25.0 28.4 
71.5 91.6 97.8 80.5 o.! 
30.5 38.9 24.9 34.0 
890.6 Q1.4 95-4 95.1 3-4 
29.1 29.3 30.4 3I.9 
78.6 102.8 112.4 87.4 1.3 
25-5 3F-O 35.8 29.3 
1,897.0 1,925.2 1,823.9 1,965.0 16.7 
30.6 oe 27.5 30.8 
1,555.2 2,032.7 2,363.7 2,085.9 2.0 
25.I 32.9 35.8 32.7 
Trend of Bank Liquidity 
1952 1953 1954 1955 
Apr. Oct. Sept. Oct. Jan. Mar. Apr. Aug 
0 0/ o/ O/ 0 o/ o/ 0/ 
% /O /0 ey) /o /O_ 40 /O 
31.0 35.0 33-5 34-5 34-1 28.8 30.4 33.3 
$2.3 96.90 34.0 34:7 34:2 32.3 33.0 33.5) 
$9.3 33.3 33:7 2.0 35.4 30.3 20.9 2009 
93.5% 37.2 33.4 34.1. 93.2 SRP 26.8 3447 
30.9 37.6 32.1 33-1 32.6 29.7 29.§ 30.1 
29-5 35-7 31-5 32-0 31.3 31.5 31.7 32.7 
34.3. 33.6 30.8 30.6 3.6 25.5 2.2 33.9 
31.6 36.6 33.7 34.3 34.4 31.3 29.9 32.0 


¢t Eve of “‘ new ” monetary policy. 





Change 
on 
year 
t I9.I 
56.9 
-+- 24.4 
44-7 
32.6 
tT 30.5 
+ 260.4 
—- 56.8 
- 19.2 
= ee 
+ 6.2 
17.3 
- 0.3 
- 25.0 
—141.1 
—277.8 
Sept. Oct. 
o/ O/ 
40 /O 
34-7 306.3 
33-2 33-4 
25.9 323.2 
35-8 33.0 
32.0 32.6 
33-7 34-9 
34.60 35.6 
33.5 33.8 
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Banking Trends over Thirty Years* 
‘“ Risk ” Assets 
Liquid Assets — 
Net Invest- Combined 

Averages Deposits Actual Ratio T.D.R.s ments Advances’ Ratio 
of Months: £mn. £mn. % £mn. £mn. % 
1921 a6 1,759 680 38 —- 325 833 64 
1922 1,727 658 37 ow 391 750 64 
1923 1,628 581 35 — 356 761 67 
1924 1,618 545 33 = 341 808 69 
1925- 1,610 539 2 = 286 856 69 
1926 1,615 532 32 — 205 892 70 
1927 1,661 553 2 — 254 928 69 
1928 1,711 584 33 — 254 948 68 
1929 1,745 568 2 -_ 257 991 69 
1930 1,751 596 33 “ 258 963 68 
1931 1,715 560 32 — 301 919 69 
1932 1,748 oI 34 — 348 344 67 
1933 1,909 668 34 nee 537 759 66 
1934 1,334 579 31 ts 560 753 7° 
1935 1,951 623 31 mee 615 769 69 
1936 2,088 692 32 -— 614 839 68 
1936 2,160 713 2 -— 643 865 68 
1937 2,22 683 30 — 652 954 7° 
1938 2,218 672 30 -— 637 976 71 
1939 2,181 648 2 —— 608 99! 71 
1940 2,419 785 31 73 666 955 65 
1941 2,863 676 2 495 894 858. 59 
1942 3,159 712 22 642 T,069 797 57 
1943 3,554 723 20 1,002 1,147 747 52 
1944 4,022 788 19 1,387 1,165 759 46 
1945 4,551 886 19 1,811 1,156 768 41 
1946 4,932 1,280 25 1,492 1,345 888 44 
1947 5,463 1,646 29 1,308 1,474 1,107 46 
1948 5,713 1,703 29 1,284 1,479 1,320 47 
1949 5.772 1,920 32 983 1,505 1,440 49 
1950 5,511 2,345 39 430 1,505 1,603 52 
1951 5,931 2,308 38 247 1,624 1,822 50 
1952 5,850 2,097 34 —- 1,983 1,838 62 
1953 6,024 2,201 35 -— 2,163 1,731 62 
1954 6,239 2,190 34 oom 2,321 1,804 64 
1951: 

Oct. f 5,981 2,423 39.1 177 1,555 1,897 55-7 

Nov.t 5,973 1,981 2.0 108 2,033 1,925 64.0 
1954: : 

Oct. 6,375 2,205 34.3 2,364 1,824 63.4 
1955: 

Aug. 6,400 2,052 32.0 2,082 2,105 65.4 

Sept. 6,105 2,125 33-5 2,084 1,982 64.1 

Oct. 6,125 2,157 33.38 2,080 1,965 63.5 


* Ten clearing banks for 1921-35, thereafter eleven except for italicized line for 1936. 
+ Bank statements immediately before and after the launching of the 
policy and the first special funding operation. 


Ways and Means Advances: 


Bank of England .. 
Public Departments 


Treasury Bills: 
Tender 


Tap 





Floating Debt 


Nov. 20, 


1954 
{m. 


291.8 


3480.0 
1548.1 


5319.8 


—_—— 








Oct. 29, 


1955 

fm. 
5.0 

255.2 


3449.0 
1871.4 
5574-0 


ey 








“é 


Nov. I2, 
1955 
4m. 


249.9 


3480.0 
1796.2 





5520.1 


—_—— 


new 


monetary 


Nov. 10, 


1955 
£{m. 


284.2 


3500.0 
1856.5 





5640.7 
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National Savings 
(£ millions) 


Change 
Savings in Total Total 
Certi- Defence Savings Total Accrued Defence Remain- MRemain- 
ficates Bonds Banks Small Interest Bond ing ing 
(net) (net) (net) (net) Maturity Invested* Invested 
1948-49 .. — 6.6 —- 6.4 +39.8 +26.8 102.8 —52.1 +59.5 6101.9 
1949-50 .. —23.4 - 18.6 — 290.7 - 71.7 #12«®100.8 —- 0.9 +24.2 6126.7 
1950-51 .. — 5-5 — 20.7 —- 64.7 -— 90.9 95-3 — + 4.I 6130.8 
1951-52 .. +19.8 —14.7 - 90.3 -— 85.2 94.1 -42.6 — 36.5 6094.3 
1952-53 -- +20.8 —I11.3 —-13I1.6 -I22.1 88.3 —45-5 — 73-4 6020.9 
1953-54 -- +19.0 + 0.3 - 79.3 — 60.0 88.6 —38.4 -—12.2 6008 .7 
1954-55 -- +45.5 +-50.0 — 35.5 +-890.5 89.4 16.0 +-120.8 6126.2 
1954-55 
April-Sept. -—- 5.5 +I11.1 — 31.1 —14.6 42.3 15.5 + 10.0 6016.0 
October .. + 2.1! —- 2.7 +11.4 +16,.2 8.7 - 2.7 22.0 6038.0 
1955-50 
April-Sept. 12.6 + 45.0 —39.90 -— 21.9 39.8 —10.0 +- 0.0 6134.0 
October .. - 2.1 — 4.4 + 49° —- 1.6 5.6 —10.2 —- 8.0 6126.0 


* After taking account of net sales through the Post Office Savings Banks of Government 
securities other than defence bonds. 





Britain’s Gold and Dollar Reserves 
(Millions of U.S. dollars) 
Net Gold and Dollar 





Surplus (+-) or Deficit (—) Financed by: 
Reserves 
Net Special at End 
Years and With With Surplus Ameri- Payments Change of Period 
Quarters E.P.U.* Other or can and in 
Areas Deficit Aid Creditst Reserves 
1946 * ¢3 ~~ — — 908 —_- +1123 + 220 2696 
1947 .% “ ~- — —- 4131 — +3513 —- 618 2079 
1948 vs ie : -— —-I710 682 + 805 —- 223 1856 
1949 me ia ~- _— — 1532 1196 + 168 — 168 1688 
1950 ee -. + 14 +791 + 805 762 + 45 +1612 3300 
1951 La . a2 —876 —- 988 199 —- 176 - 965 2335 
1952 a .. —276 — 460 — 736 428 — 181 — 489 1846 
1953 ~ -. +113 + 433 + 546 307 — 181 +- 672 2518 
1954 .. + 85 -+- 407 -+- 492 152 —- 400 -+- 244 2762 
1954: 
I + 5 +102 +- 107 60 —— -+- 167 2685 
II - + ot +-253 + 314 18 ~ + 332 3017 
III ene 2. ee +- 57 + 60 35 — 2I!I — I16 2901 
IV oe .. + 16 - 13 + 3 39 - 181 —- 139 2762 
1955: 
I is oe oe —143 — 144 49 —- - 95 2667 
II ye aa. - 88 -- 2 45 — + 13 2680 
July .. oF o4 iil ~ 130 ~ 140 4 — —- 136 2544 
August a jc ae Se ~ 55 —- QI 4 — - 87 2457 
September .. .. -— 59 —~ 55 - II4 2 — —- 112 2345 
Ii ba -. 105 — 240 —~* 345 10 — — 335 2345 
October << io + 29 - SI 3 - 48 2297 
* Portion of monthly deficit or surplus settled in gold (in month following each accounting 
period). 


+ Comprising a ‘‘ repurchase ”’ of sterling from the International Monetary Fund in August; 
the initial payment on the funding of part of Britain’s overdraft with the European Payments 
Union in July; and service charges on the U.S. and Canadian loans in December of 1951, 1952, 
1953 and 1954. The special credits comprised $4,909 millions from U.S. and Canadian credits in 
1946-50; $420 millions from the I.M.F. in 1947-49; and $325 millions from the South African 
gold loan of 1948. The quarterly instalments of $8 millions made on the Canadian wartime 
loan are not deducted from the net surplus or deficit. 
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STATE COMMERCIAL BANK, BURMA 


Creation of the Bank 


Satisfactory Record of Progress 


HE following are extracts from the 
"Report of the Board of Directors of the 
State Commercial Bank, Burma, for the 
period August 11, 1954, to June 30, 1955. 
Burma never had a strong national bank. 
A few local banks which the country had 
before the war have mostly gone into liquida- 
The few now in business do not have 


tion. 
resources to give adequate assistance to 
business or to inspire wide confidence. The 


majority of the Burmese public itself have not 
been accustomed to saving for productive 
purposes and have not learnt the utility or the 
advantages of the banking services. The 
banking system has therefore been predomi- 
nantly foreign-owned and has mainly served 
foreign interests. Before World War II, there 
were 18 foreign banks and 5 local banks 
operating in Burma with a network of 45 
banking offices. Immediately before the State 
Commercial Bank commenced business, 17 
foreign banks were operating in Burma in 
comparison with 5 local banks, the total 
number of banking offices being 30. 

Early in 1953 the Government requested 
the Union Bank of Burma to study and report 
on the establishment of a State commercial 
bank. The report, together with a draft Bull 
for enactment, was submitted by the Union 
Bank of Burma in September, 1953. The 
State Commercial Bank Act was passed by 
Parliament in March, 1954, and the provisions 
of the Act were brought into effect on June 1, 
1954, when the first Board of Directors was 
appointed by the Government. The Bank 
commenced business on August 11, 1954, with 
a paid-up capital of Kyat 1 crore subscribed 
by the Government and a_ Reserve Fund of 
K 20 lakhs also contributed by the Govern- 
ment. The Act provides for the sale of 
shares to the nationals and the association of 
private. shareholders. in the direction of the 
affairs of the Bank. The Bank has been 
vested with powers to undertake all types of 
commercial banking business with appropriate 
restrictions, particularly in regard to its lend- 
ing. In relation to the Union Bank of Burma, 
the Bank assumes the status of any other 
commercial bank operating in the country 
except that the Bank may act as the Agent of 
the Union Bank of Burma in places where the 
latter does not have a branch or agency. 


Money Market 


Total money supply of K 127.03 crores 
(comprising of currency in circulation and 
demand deposits) as at June 30, 1955, showed a 
slight decline from the position a year ago at 


ee 


K 127.50 crores. In the private sector, the 
money supply rose K 10.99 crores from K 92.88 
crores to K 103.87 crores, as against a decline 
of K 10.58 crores in the Government money 
supply from K 33.74 crores to K 23.16 crores, 
indicating the impact of deficit budgeting by 
the Government. As a result, total deposits 
in the banking system (excluding the Union 
Bank of Burma) rose from K 38.68 crores to 
K 65.04 crores during the year, with similar 
trend in bank advances which increased from 
K 12.43 crores to K 16.28 crores. Much of 
the surplus funds went to swell the portfolios 
of Government securities held by the banks 
which expanded from K 7.99 crores to K 19.89 
crores. In spite of these offsetting factors, 
the reserve position of the banks continued 
satisfactory and the excess of actual reserves 
over the statutory minimum was maintained 
at a high level throughout the year under 
report, the actual reserves standing at K 14.04 
crores on June 30, 1955, as against the statutory 
minimum of K 4.24 crores to be maintained 
on that date. The setting up of the State 
Commercial Bank and the transfer of con- 
siderable Government funds to it no doubt 
contributed in no small measure to the flatter- 
ing position of the banking system. 


Capital Market 


Burma has no developed capital market. 
In the circumstances, the Government provides 
the capital needs of .the public as well as 
private enterprises through various channels. 
Mention has been made of the State Agri- 
cultural Bank which finances the agriculturists. 
The Government also directly finances culti- 
vators, co-operative societies, weavers and 
fishermen through the respective administra- 
tive departments. For the specialised needs 
of agriculture, mining, industries and com- 
merce, the Government has set up four Cor- 
porations—Agricultural and Rural Develop- 
ment Corporation, Mineral Resources Develop- 
ment Corporation, Industrial Development 
Corporation and Commercial Development 
Corporation—to provide capital to private 
enterprises in their respective fields of opera- 
tions. A significant development in the capital 
market has been the recent shift from the 
Government to the Union Bank of Burma as 
the source of development finance. 

In June, 1955, the Government announced 
its policy in regard to foreign capital invest- 
ment in the country. It invited foreign 
capital to participate in the development of 
the national resources of the country either in 
partnership or under contract with the 
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Government. Under the policy announcement, 
the Government favoured investment in several 
designated industries other than major public 
utilities and munitions manufacture, and 
offered guarantees, against nationalization, 
within an agreed period (which will normally 
be not less than ten years), for payment of 
equitable compensation in the event of national- 
ization, for remittance of profits and for 
eventual repatriation of capital. 


Earnings 
Gross earnings during the period of approxi- 
mately 10} months representing the Bank’s 
first accounting year, amounted to K 29.84 
lakhs. Total expenditure was as follows: 





K 

Administrative expenses 5,07,930 
Depreciation and repairs to Bank’s 

property .. : R 29,896 
Contribution to Employees’ Provi- 
dent Fund, Gratuity Fund and 

Welfare Fund .. 33,340 

Interest paid by the Bank 1,54,353 

Total - _ .. K7,85,525 





Of the net earnings of K 21.98 lakhs, the 
Board of Directors decided to make the 
following appropriations: 





K 
Reserve for taxation 12,18,000 
Reserve for contingencies .. 50,000 
Amount transferred to Reserve 
Fund * ‘‘ ai bg 2,00,000 
Total Ze 4 K 14,608,000 





In order to strengthen the reserves of the 
Bank, the Board decided to carry forward the 
entire balance of profits, amounting to K 7.30 
lakhs, to the new year, without declaring a 
dividend. 


Foreign Business 


The Government has entrusted the Bank 
with the handling of its entire foreign business. 
Considering that the major exports of the 
country were on Government account, and 
Government imports constituted a significant 
percentage of total imports, business handled 
by the Bank in this respect was considerable. 
In addition,‘ the Bank also handled a sizable 
volume of private business. With the curtail- 
ment of both Government and private imports 
since March, 1955, the Bank’s business of 
financing imports is likely to receive a setback 
during the next year. Nevertheless, the Bank 
hopes to maintain its high level of business 
activity through financing a greater volume of 
exports consequent on the Government's 
export drive and handling of all barter trade 
transactions channelled through the Bank. 

When the Bank commenced business, the 
need for a world-wide coverage of corre- 
spondent relationships with leading inter- 
national banks was anticipated so that the 
Bank may be able to serve its customers, both 
Government and private, in all financial and 
business centres of the world. Accordingly, 
negotiations were initiated, soon after the 
commencement of business, with first-class 
banks in all countries with which Burma had 
major trade relationships, and by the year’s 
end correspondent arrangements had been 
finalized with 29 banks in 24 countries, while 





STATE COMMERCIAL BANK, BURMA 
Balance Sheet as at June 30, 1955 


LIABILITIES 
Kyats 
CAPITAL: 
Authorised : 5,00,00,000 
Issued and Paid 
UD ve ..  1,00,00,000 





I,00,00,000 


RESERVE FUND .. 22,00,000 
PROFIT AND Loss AccouNT 7,39,747 
Deposits (including Current, 

Savings, Fixed, Fe erus and 

Cail Deposits) . 21,37,50,557 
BIL_ts PAYABLE 16,69,146 
BORROWINGS - — 
OTHER LIABILITIES AND 

ACCOUNTS , 26,55,205 
ACCEPTANCES, ENDORSEMENTS 


AND GUARANTEES PER CONTRA 7,32,02,437 





30,42,08,092 








ASSETS 
Kyats 
CASH: 
In Hand and with 
Union Bank 6,48,63,593 
With other Banks 25,95, 797 
With Treasuries 3,748 
6,74,03,138 
MONEY AT CALL AND SHORT 
NOTICE . “% - — 
BILLs PURCHASED AND Dis- 
COUNTED ; 10,76,510 
LOANS, ADVANCES AND OvER- 
DRAFTS (after providing for 
Bad and Doubtful Debts) 65,609,511 
INVESTMENTS: 
Government and 
Government 
Guaranteed 
Securities 14,17,64,423 


Other Securities — 
ans 14,17,64,423 








OTHER ASSETS AND ACCOUNTS... 1,41,32,073 

ACCEPTANCES, ENDORSEMENTS 
AND GUARANTEES PER CONTRA 7,32,02,437 
30,42,08,092 





N.B. Paid-up Capital increased to K 2,00,00,000 during November, 1955. 
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arrangements were in progress in 10 other 
countries. 

To-day, the Bank is justly proud to enjoy 
first-class facilities with leading international 
banking institutions of the world and to be 
able to offer the best facilities to its customers 
in any part of the world. 

Under the Trade and Payments Agreements 
with China, Czechoslovakia, Yugoslavia, East 
Germany and Hungary, which provide for 
barter trade and settlement of transactions 
through clearing accounts maintained by 
respective central banks, the State Commercial 
Bank was designated as the only authorized 
bank to handle trade transactions with those 
countries. 


Commercial Intelligence 


The Bank has as one of its objects the 
promotion of mutually beneficial contacts 
between the Burmese exporters and importers 
and their counterparts in foreign countries. 
Accordingly, a Commercial Intelligence De- 
partment was set up to provide the Bank’s 
customers with credit information and intelli- 
gence reports on economic conditions, price 
trends of commodities, and trade develop- 
ments. During the year, while relationships 
with banks.abroad were being finalized or 
expanded, the work in the Commercial Intelli- 
gence Department consisted mainly of collec- 
tion and record of relevant data and the 
development of a system therefor. 











BOW MAKER 


INDUSTRIAL BANKERS 


Bowmaker provide specialised credit facilities 
for industry, commerce, export and import. 
Over twenty-five years’ experience of industrial 
finance is at your service—your enquiries 

will receive prompt, personal attention. 


BOWMAKER LTD., Bowmaker House, Lansdowne, Bournemouth. 


There are Bowmaker offices throughout the 
United Kingdom—your local telephone 
directory will give you the address 

and telephone number of your nearest 
Bowmaker branch. 


Phone : Bournemouth 7070 


London : 6/ St. James’s Street, $.W.1. Phone : GRO 6611/6619. Branches throughout the U.K, 
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Keep abreast of developments in 


S.E. ASIA + 
PACIFIC 


by reading 


This unique monthly journal, which is now in its 10th 

year of publication, deals with the political, cultural 

and economic affairs of Asia. 

circulation among all those who are interested in 
Asian affairs 


Subscription: £1 10s. p.a. (12 issues, post free) 
STREET, 


FAR EAST 


WORLD 


It has a world-wide 


LONDON, W.I! 
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Where 
there’s a 
will... 





INSURANCE there’s a way 
\ COMPANY to do good 
LIMITED Every year the National Society for the Prevention 


of Cruelty to Children rescues thousands of children 
from cruelty and neglect. But it cannot continue this 
vital work without the help of voluntary contributions. 





for So when you are advising your clients on making their 
i t wills, please bring this cause to their notice. You will 
comp ete be contributing to the welfare and future happiness of 


countless children by doing so. 


When advising on wills and bequests, please 


Insurance Service 


remember the 
Head Offices: ye’? eo ewe € 
1 North John St., | 24/28 Lombard St., INCORPORATED BY ROYAL CHARTER 
Liverpool, 2 London, E.C.3 Information gladly supplied on application to 


THE DIRECTOR, N.S.P.C.C., VICTORY HOUSE, LEICESTER 
SQUARE, LONDON, WC2 Phone GERrard 2774 


Let your money earn 
maximum interest 
with security 


ST AT ia OFFERS 
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(Established 1931) 





@ Assets exceed £2,500,000 INTEREST ON SHARES 

@ Easy withdrawals 7 FREE OF TAX 

@ Income tax borne by the society Equal to £6-1-9 per cent 
gross, 

@ Any amount accepted up to £5,000 For Full Particulars apply 

@ No depreciation to: The Secretary, 





STATE BUILDING SOCIETY 


54 State House, 8 Buckingham Palace Gardens, London, S.W.1 Tel.: SLOane 9218/9 
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THE BRITISH LINEN BANK 





Continued Expansion 





HE 210th Annual Court of Proprietors of 

The British Linen Bank was held on 

November 15 at the Head Office, Edin- 
burgh, under the chairmanship of The Right 
Hon. The Earl of Airlie, K.T., Governor of the 
Bank. 

The tollowing is an extract from Lord Airlie’s 
speech :— 

On July 20, 1955, Her Majesty The Queen 
was graciously pleased to grant your Corpora- 
tion a Supplementary Royal Charter, which 
expands in certain directions the powers and 
privileges bestowed upon the Bank from 1746 
onwards by Her Majesty's Royal Predecessors 
to the effect of providing for such possible 
developments as the sustained growth of our 
business and changing conditions may sooner 
or later render desirable. I am sure that I 
speak for you all in expressing our gratitude 
for this further mark of Royal favour, of which 
we shall be ever mindful. 


Profits Increased 

The net profit for the year is £299,053-— 
an increase of £7,285 on the figure a year ago. 
When the sum of £200,269 brought forward 
from last year is added to the year’s profit, the 
amount available for distribution is £499,922. 
Of this, £64,688 has already been applied in 
payment of the dividend for the half-year to 
March 31 last at the rate of 18 per cent. per 
annum, less Income Tax, and it is now proposed 
to devote a like sum towards a distribution at 
the same rate for the second half of the year, 
after deducting Income Tax. Transfers as 
before of £85,750 to Staff Pension Fund and 
£75,000 to Contingencies Account leave the 
balance of Profit and Loss Account to be carried 
forward at {£209,796—an increase of £9,527 
on the amount brought in. 


Balance- Sheet Strength 

Turning to the Balance Sheet, its structure 
shows some notable changes, but the over- 
all position retains great strength. 

Note Circulation has risen by £1,154,000 to 
just over 412,000,000. This reflects both in- 
flationary tendencies in the national economy 
and a higher degree of trade activity. Deposits 
at some {77,800,000 show a fall over the year of 


£9,600,000. In the early months of 1955 we 


suffered a recession of Deposits greatly in excess 
of the normal seasonal withdrawals for the 
payment of taxes. This did not reflect any loss 
of connections. In fact, the Bank’s business— 
whether measured by the number of its cus- 
tomers or by its services to industry, commerce 
and agriculture—has continued to expand. The 
gradual fall in the total of customers’ funds 
lodged with us was attributable in part to a 
Treasury policy devised to curtail banking 
resources in order to render measures of credit 
control more effective. Another contributory 
factor was large withdrawals by customers of 
funds which they had been building up, in 
some cases over a long period, to meet prospec- 
tive capital expenditure which had now been 
incurred. 

Under Assets, cash, cheques, money at call 
and ‘Treasury bills aggregate just over 
£30,000,000—a fall of £2,900,000. Their pro- 
portion to the combined totals of Deposits and 
Notes in Circulation is 33.46 per cent., which is 
almost identical with the liquidity ratio a year 
earlier. 

Investments are entered in the Balance Shect 

at £39,489,000, as against £46,320,000 on the 
corresponding date last year. Advances appear 
at a total of £22,945,000—an increase of 
£945,000 on the previous year’s figure. Bank 
Premises and other Property at £938,690 reveal 
a very modest rise of £27,580 over the year. 
* Mr. Thomas Walter Donald, who joined the 
Board as long ago as 1925, and Sir David Allan 
Hay, K.B.E., who has also been a most helpful 
colleague since 1941, do not seek re-election on 
this occasion. 

Both Mr. Donald and Sir David, by their 
wide experience and sound judgment, have been 
of great service to the Bank. In its affairs 
throughout their period of office they have 
taken a devoted interest. It has given us much 
pleasure to have them as colleagues, and I 
would take this opportunity of expressing to 
them our sincere appreciation of their valuable 
contributions to the deliberations of the Board 
over such respectively long periods. 

I am very glad to be able to announce that 
The Rt. Hon. Lord Clydesmuir and Sir James 
M. McNeill have accepted invitations to fill the 
vacancies. 

The report and accounts were adopted. 
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before you make up 
your mind 
on an investment see what 
the Investors’ Chronicle 
has to say. 

Its opinions are backed 
by nearly 100 years 
of sound financial 
judgement. 


INVESTORS’ 
CHRONICLE 


Edited by HAROLD WINCOTT 
oe 
The financial weekly with by far 


the largest circulation 


Annual Subscription £3 
(By air in Canada and the U.S. $39.50 or 
£14 1s. 8d. Rates quoted for all other countries 
on request) 
THE SUBSCRIPTION MANAGER 
72, COLEMAN ST., LONDON, E.C.2 
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SAVE YOUR SIGHT 
BY better LIGHT 











By courtesy of the Coal Utilisation Council 


We do not think that anyone would dispute the statement that the art of good lighting consists in seeing, 
not how many fittings and lamps or how much electricity can be employed, but how well one can see one’s 
surroundings in absolute comfort. 

This does not necessarily entail festooning one’s rooms with lamps and shades: in fact, if a few well-spaced 
fittings can provide glareless, shadowless and evenly diffused light everywhere, surely that is the ideal to 
aim at. 

In the day-time there is only one sun to illuminate the whole world, so why, when using artificial light, 
have innumerable “suns” shining from all directions ? — apart from the cost ! 

The above illustration is just one example of the magnificent lighting produced by the G.V.D. SYSTEM, 
and as can be seen there are only two fittings, and orilly one lamp is used in each, yet the light is evenly 
distributed throughout the room and completely free from glare or shadows. ; 

WE NEITHER USE NOR RECOMMEND FLUORESCENT LIGHTING nor the high intensities so 
loosely advocated today, and we have not yet seen any medical or scientific evidence to show that this form 


of lighting is beneficial, or for that matter, in view of its characteristics, that it is harmless. In this connec- 
tion it is not without significance that, according to a recent White Paper, more than half the population 


are wearing spectacles. 


The G.V.D SYSTEM is applicable to every type and size of room and building and is eminently suitable 
for offices, factories, schools, libraries, lecture halls, hotels, theatres, drawing offices, laboratories, churches, 
hospitals and every part of the home, in fact, wherever good yet economical lighting is required. 


For further particulars please apply to: 


29b Torrington Sq... LONDON W.C.1 


G.V.D. ILLUMINATORS | TELEPHONE: MUSeum 1857 
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NEW YORK AGENCY: 
149 BROADWAY, NEW YORK 6, N.Y., U.S.A. TEL.: WORTH 2-6830, 6831 
LONDON REPRESENTATIVE OFFICE: 

4 COPTHALL COURT, LONDON, E.C.2, ENGLAND 
KARACHI REPRESENTATIVE OFFICE: 

NO. 106 QAMAR HOUSE, BUNDER ROAD, KARACHI, PAKISTAN 


THE SUMITOMO BANK (CALIFORNIA) 


HEAD OFFICE: 440 MONTGOMERY STREET, SAN FRANCISCO, CALIF., U.S.A. 
TEL.: EXBROOK 2-1960 
LOS ANGELES BRANCH: 101 SOUTH SAN PEDRO STREET, LOS ANGELES, 
CALIF., U.S.A. TEL.: MISHIGAN 4911 
SACRAMENTO BRANCH: 1400 4TH STREET, SACRAMENTO, CALIF., U.S.As 
TEL.: GILBERT 3-4911, 4912 











































REVIEWS 


of the SWISS OFFICE for the DEVELOPMENT of TRADE 


Zurich and Lausanne 
“SWISS INDUSTRY AND TRADE” : 


Surveys Switzerland’s economic situation and development; gives general infor- 
mation concerning her industry, trade and national life. Issued three times yearly 
in English, French, German, Italian and Spanish. 

Abroad: Address registration fee covering a two-year period: S. frs. 10.—. 


“SWISS TECHNICS ” : 


A journal edited in collaboration with the Swiss Association of Machinery Manu- 
facturers in Zurich. Notes on Swiss technical innovations. Articles concerning 
the construction of new machines, etc. Issued three times yearly in English, French, 
German, Spanish and Portuguese. 

Abroad: Address registration fee covering a two-year period: S. frs. 15.—. 


“TEXTILES SUISSES”’ 
A specialised trade journal, richly illustrated, giving information on all matters 
concerning the clothing and fashion trades, following the latest developments in 
the textile trade. A quarterly publication issued in four editions: English, French, 
Spanish and German. 
Abroad: Annual subscription rate: S. frs. 20.—. 


For all information please write to: 


SWISS OFFICE FOR THE DEVELOPMENT OF TRADE 


Editorial Department 
Place de la Riponne 3 LAUSANNE 
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on the 
buying side 


Our interest in bidding on blocks of securities 
of institutional size springs from the fact 

that we provide primary markets 

for the placement of such investments. 


This willingness on our part to buy 

as well as to sell high-grade bonds and 
preferred stocks in volume is of 

utmost importance to portfolio managers 
in arranging their programs. 

It has been our steadfast policy 

for over 45 years to create and maintain 
the closest markets in high-grade securities 
suitable for meeting the specific objectives 
of all financial institutions enjoying 

the advantages of our services. 





_ Inquiries are invited 


SALOMON BROS. & HUTZLER 


Dealers and Underwriters of High-Grade Securities 
Members New York Stock Exchange 


SIXTY WALL STREET, NEW YORK 5, N. Y. 


Boston Philadelphia Cleveland Chicago 


San Francisco Dallas West Palm Beach 
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COLOMBIA 
MEANS BUSINESS 


LET US HELP YOU INCREASE YOURS 


Opportunities in Colombia for European business are increasing every year. Trade 
connections are becoming more profitable. With an eye on your business future 
there, why not let us assist you with your collections and letters of credit ? 


Whatever your requirements, we have special departments handling every phase and 
facility of banking. More and more progressive European banks and business firms 
are making use of our extensive organization established for over 40 years. 


We invite your inquiries. 


BANCO COMERCIAL ANTIOQUENO 


Established 1912 


Cable address for alli o ffices—Bancoquia 


oat LE PAID-UP: ar 206.000 — Pesos Colombian 
LUS $19.317.000 — Pesos Colombian 
OTHER RESERVES: $4.017.000 — Pesos Colombian 


General Manager: Antonio Derka 
Head Office: MEDELLIN, COLOMBIA, SOUTH AMERICA 


BRANCHES: Armenia (C), Barrancabermeja, Barranquilla Se 
BOGOTA (6), Bucaramanga, Cali (2), Cartagena, Cartago, Cdcu 


Girardot, Ibagué, Magangué, Manizales, Medellin (3), Monteria, Neiva, 
Palmira, Pasto, Pereira, Pverto Berrio, San Gil, Santa Marta, 
Sincelejo, Socorro, Vélez (S) 


New York Representative—Henry Ludeke, 40 Exchange Place, New York 5, N. Y. 








PRINTED IN GREAT BRITAIN BY F. J. PARSONS, L.v., LENNOX HOUSE, NORFOLK STREET, LONDON, W.C 2, AND HASTINGS 
AND PUBLISHED MONTHLY BY THE BANKER LIMITED, AT 72 COLEMAN STREET, LONDON, £.C.2. 
EDITORIAL OFFICE : 22 RYDER STREET, ST. JAMES’S, LONDON, &.W.I. 
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